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DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


THURSDAY, MAY 21, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott, 
chairman, presiding. 

Present: Messrs. Wolcott (presiding), Gamble, Talle, Kilburn, 
Widnall, Betts, George, Mumma, MeVey, Merrill, Oakman, Hiestand, 
Stringfellow, Spence, Brown, Maulter, Deane, O’Brien, Addonizio, 
Dollinger, Bolling, Hays, and O'Hara. 

The CuarrMan. The committee will come to order. 

We have before us this morning S. 1081, to provide authority for 
temporary economic controls, and for other purposes. 

(The bill referred to is as follows: ) 


[S. 1081, 838d Cong., Ist sess.] 


AN ACT To provide authority for temporary economie controls, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Defense Produe- 
tion and Temporary Controls Act of 1953.” 

Sec. 2. Section 2 of the Defense Production Act of 1950, as amended, is amended 
to read as follows: 

“DECLARATION OF POLICY 


“Sec. 2. It is the policy of the United States to oppose acts of aggression and 
to promote peace by insuring respect for world law and the peaceful settlement 
of differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional arrangements 
for mutual defense in conformity with the Charter of the United Nations. The 
United States is determined to develop and maintain whatever military and eco- 
nomic strength is found to be necessary to carry out this purpose. 

“Defense production requires some diversion of certain materials and facilities 
from civilian use to military and related purposes. It requires expansion of pro- 
ductive facilities beyond the levels needed to meet the civilian demand. 

“Moreover, there is the ever-present threat of further Communist aggression 
which may seriously jeopardize the American economic system unless proper 
safeguards exist for the imposition of certain economic controls in the event of 
a grave national emergency. The necessity for such safeguards is emphasized 
by the speedily destructive force of modern warfare which allows no delay in the 
taking of Executive action to insure the preservation of the well-being of the econ- 
omy. This Act provides a basis for the imposition of price, wage, and rent con- 
trols for a temporary period in the event serious economic dislocations develop 
which threaten the national security or welfare. 

“It is the sense of the Congress that direct economic controls are incompatible 
with the American free enterprise system and should be invoked only if an emer- 
gency arises serious enough to threaten the economic well-being or security of 
the United States. However, if such an emergency should develop the President 
must have the power to employ immediate economic controls for such reasonable 
period of time as will give Congress an opportunity to act.” 

Sec. 3. Section 101 of the Defense Production Act of 1950, as amended, is 
amended to read as follows: 
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Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which he 
deems necessary or appropriate to promote the national defense shall take priority 
over performance under any other contract or order, and, for the purpose of assur- 
ing such priority, to require acceptance and performance of such contracts or 
orders in preference to other contracts or orders by any person he finds to be 
capable of their performance, and (2) to allocate materials and facilities in such 
manner, upon such conditions, and to such extent as he shall deem necessary 
or appropriate to promote the national defense. 

“(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds (1) 
that such material is a searce and critical material essential to the national defense, 
and (2) that the requirements of the national defense for such material cannot 
otherwise be met without creating a significant dislocation of the normal distri- 
bution of such material in the civilian market to such a degree as to create appre- 
ciable hardship.” 

Sec. 4. Subsection (a) of section 301 of the Defense Production Act of 1950, 
as amended, is amended by striking out “, or in connection with or in contempla- 
tion of the termination,” and by inserting before the period at the end thereof a 
comma and the following: “or for the purpose of financing any contractor, sub- 
contractor, or other person in connection with or in contemplation of the termina- 
tion, in the interest of the United States, of any contract made for the national 
defense; but no small-business concern (as defined in section 714 (a) (1) of this 
Act) shall be held ineligible for the issuance of such a guaranty by reason of alter- 
native sources of supply”’. 

Sec. 5. Subsection (b) of section 303 of the Defense Production Act of 1950, as 
amended, is amended by striking out “1962” and inserting in lieu thereof ‘‘1963”’. 

Sec. 6. Section 303 of the Defense Production Act of 1950, as amended, is 
amended by adding at the end thereof a new subsection as follows: 

“(f) Notwithstanding any other provision of law to the contrary, metals, min- 
erals, and materials acquired pursuant to the provisions of this section which, in 
the judgment of the President, are excess to the needs of programs under this 
shall be transferred to the national stockpile established pursuant to the Act of 
June 7, 1939, as amended (50 U.S. C. 98-98h), when the President deems such 
action to be in the public interest. 

“Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, 
as amended, except that costs incident to such transfer other than acquisition 
costs shall be paid or reimbursed from such funds, and the acquisition costs of 
such metals, minerals, and materials transferred shall be deemed to be net losses 
incurred by the transferring ageney and the notes payable issued to the Secretary 
of the Treasury representing the amounts thereof shall be canceled. Upon the 
eancellation of any such notes the aggregate amount of borrowing which may be 
outstanding at any one time under section 304 (b) of this Act, as amended, shall 
be reduced in an amount equal to the amount of any notes so cancelled.” 

Sec. 7. Title VI of the Defense Production Act of 1950, as amended, is amended 
to read as follows: 


“TITLE VI—CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


“THIS TITLE AUTHORIZES THE REGULATION OF CONSUMER CREDIT AND REAL ESTATE 
CONSTRUCTION CREDIT ONLY 


“Sree. 601. To assist in carrving out the objectives of this Act, the Board of 
Governors of the Federal Reserve System is authorized, notwithstanding the 
provisions of Public Law 386, Eightieth Congress (61 Stat. 921), to exercise 
consumer credit controls in accordance with and to carry out the provisions of 
Executive Order Numbered 8843 (August 9, 1941). 

“Sec. 602. (a) To assist in carrying out the purposes of this Act, the President 
is authorized from time to time to prescribe regulations with respect to such kind 
or kinds of real estate construction credit which thereafter may be extended as, 
in his judgment, it is necessary to regulate in order to prevent or reduce excessive 
or untimely use of or fluctuations in such credit. Such regulations may, among 
other things, prescribe maximum loan or credit values, minimum down payments 
in cash or property, trade-in or exchange values, maximum maturities, maximum 
amounts of credit, rules regarding the amount, form, and time of various payments, 
rules against any credit in specified circumstances, rules regarding consolidations, 
renewals, revisions, transfers, or assignments of credit, and rules regarding other 
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similar or related matters. Such regulations may classify persons and trans- 
actions and may apply different requirements thereto, and may inelude such 
administrative provisions as in the judgment of the President are reasonably neces- 
sary in order to effectuate the purposes of this section or to prevent evasions 
thereof. 

“Tn prescribing and suspending such regulations, ineluding changes from time 
to time to take account of changing conditions, the President shall consider, 
among other factors, (1) the level and trend of real estate construction eredit and 
the various kinds thereof, (2) the effeet of the use of such credit upon (i) purchasing 
power and (ii) demand for real property and improvements thereon and for other 
goods and services, (3) the need in the national economy for the maintenance of 
sound credit conditions, and (4) the needs for increased defense production 

*“(b) No person shall extend or maintain any real estate construction eredit, or 
renew, revise, consolidate, refinance, purchase, sell, discount, or lend or borrow on, 
any obligation arising out of any such eredit, or arrange for any of the foregoing, 
in contravention of any regulation prescribed by the President pursuant to this 
section. Any person who extends or maintains any such eredit, or renews, re- 
vises, consolidates, refinances, purchases, sells, discounts, or lends or borrows on, 
any obligation arising out of any such credit, or arranges for any of the foregoing, 
shall make, keep, and preserve for such periods, such accounts, correspondence, 
memoranda, papers, books, and other records, and make such reports, under oath 
or otherwise, as the President may by regulation require as necessary or appropri- 
ate in order to effectuate the purposes of this section: and sueh accounts, corre- 
spondence, memoranda, papers, books, and other records shall be subject at any 
time to such reasonable periodic, special, or other examinations by examiners or 
other representatives of the President as the President may deem necessary or 
appropriate. The requirements of this section apply whether a person is acting 
as principal, agent, broker, vendor, or otherwise. 

“(e) To assist in carrying out the purposes of this seetion, the President by 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
any regulation prescribed by the President pursuant to this section. The pro- 
visions of section 25 of the Securities Exchange Act of 1934, as amended, shall 
apply in the case of any such order of the President in the same manner that such 
provisions apply in the case of orders of the Securities and Exchange Commission 
under that Act. In carrying out this section, the President may act through and 
may utilize the services of the Board of Governors of the Federal Reserve System, 
the Federal Reserve banks, and any other agencies, Federal or State, which are 
available and appropriate. 

“(d) For the purposes of this section, unless the context otherwise requires, 
the following terms shall have the following meanings, but the President may in 
his regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such definitions are not incon- 
sistent with the provisions of this section: 

(1) ‘Real estate construction credit’ means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or earrving, (iii) is for the 
purpose of financing, or (iv) involves a right to acquire or use, new construction 
on real property or real property on which there is new construction. As used 
in this paragraph the term ‘new construction’ means any structure, or any major 
addition or major improvement to a structure, which has not been begun before 
the effective date of any regulations issued under subsection (a) of this section 
after the date of enactment of the Defense Production and Temporary Controls 
Act of 1953. As used in this paragraph the term ‘real property’ includes leasehold 
and other interests therein. Notwithstanding the foregoing provisions of this 
paragraph, the term ‘real estate construction credit’ shall not include any loan or 
loans made, insured, or guaranteed by any department, independent establish- 
ment, or agency in the executive branch of the United States Government, or by 
any wholly owned Government corporation, or by any mixed ownership Govern- 
ment corporation as defined in the Government Corporation Control Act, as 
amended. 

(2) ‘Credit’ means any loan, mortgage, deed of trust, advance, or discount; 
any conditional sale contract; any contract to sell, or sale or contract of sale of, 
property or services, either for present or future delivery, under which part or all 
of the price is payable subsequent to the making of such sale or contract; any 
rental-purchase contract, or any contract for the bailment, leasing, or other use of 
property under which the bailee, lessee, or user has the option of becoming the 
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owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or part 
of the payments required by such contract applied to the purchase price of such 
property or similar property; any option, demand, lien, pledge, or similar claim 
against, or for the delivery of property or money: any purchase, discount, or other 
acquisition of, or any credit under the security of, any obligation or claim arising 
out of any of the foregoing; and any transaction or series of transactions having a 
similar purpose or effect. 

“Sec. 608. Any person who willfully violates any provision of section 601, 
602. or 605, or any regulation or order issued thereunder, uppon conviction 
thereof, shall be fined not more than $5,000 or imprisoned not more than one 
year, or both. 

“sre. 604. All the present provisions of sections 21 and 27 of the Securities 
Exchange Act of 1934, as amended (relating to investigations, injunctions. juris- 
dictions, and other matters), shall be as fully applicable with respect to the 
exercise by the Board of Governors of the Federal Reserve System of credit 
controls under section 601 as they are now applicable with respeet to the exercise 
by the Securities and Exchange Commission of its funetions under that Act, 
and the Board shal! have the same powers in the exercise of such credit controls 
as the Commission now has under the said sections 21 and 27. 

“Sere. 605. To assist in carrying out the objectives of this Act the President 
may at any time or times, notwithstanding any other provision of law, reduce, 
for such period as he shall specify, the maximum authorized principal amounts, 
ratios of loan to value or cost, or maximum maturities of any type or types of 
loans on real estate which thereafter may be made, insured, or guaranteed by 
any departinent, independent establishment, or agency in the executive branch 
of the United States Government, or by any wholly owned Government corpora- 
tion or by any mixed-ownership Government corporation as defined in the 
Government Corporation Control Act, as amended, or reduce or suspend any 
such authorized loan program, upon a determination, after taking into consider- 
ation the effect thereof upon conditions in the building industry and upon the 
national economy and the needs for increased defense production, that such 
action is necessary in the public interest: Provided, That in the exercise of these 
powers, the President shall preserve the relative credit preferences accorded to 
veterans under existing law. Subject to the provision of this section with re- 
spect to preserving the relative credit preferences accorded to veterans under 
existing law, the President may require lenders or borrowers and their successors 
and assigns to comply with reasonable conditions and requirements, in addition 
to those provided by other law, in connection with any loan of a type which has 
been the subject of action by the President under this section. Sueh conditions 
and requirements may vary for classifications of persons or transactions as the 
President may prescribe, and failure to comply therewith shall constitute a 
violation of this section. 

“Spc. 606. No authority under this title shall be initially invoked with respect 
to either consumer credit controls or real estate construction credit controls unless 
and until the President has established ceilings on prices, Wages, and rents pursuant 
to the authority contained in section 801 of this Act; and all authority under this 
title shall cease to be in effect upon the termination of such ceilings.” 

Sec. 8 Subsection (¢) of section 701 of the Defense Production Act of 1950, as 
amended, is amended to read as follows: 

“(¢) Whenever the President invokes the powers given him in this Act to 
allocate any material in the civilian market, he shall do so in such a manner as 
to make available, so far as practicable, for business and various segments thereof 
in the normal channel of distribution of such material, a fair share of the available 
civilian supply based, so far as practicable, on the share received by such business 
under normal conditions during a representative period following June 30, 1953, 
and having due regard to periodic changes in the current competitive position of 
established business: Provided, That the limitations and restrictions imposed on 
the production of specific items shall not exclude new concerns and newly acquired 
operations from a fair and reasonable share of total authorized production, and 
shall give due consideration to the needs of new concerns and newly acquired 
operations: Provided further, That if the President continues or reimposes alloca- 
tion controls after June 30, 1953, in the civilian market of any materials subject 
to such controls on July 1, 1953, he shall do so in the manner above provided but 
on the basis of the share received by such business during a representative period 
preceding June 24, 1950, adjusted to reflect, since such date, attained competitive 
position, the requirements of new concerns and newly acquired operations.” 
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Sec. 9. Section 702 (d) of the Defense Production Act of 1950, as amended, is 
amended to read as follows: 

“(d) The term ‘national defense’ means programs for military and atomie 
energy production or construction, military assistance to any foreign nation and 
stockpiling and directly related activity.” 

Sec. 10. (a) The fourth sentence of paragraph (1) of subsection (a) of section 
714 of the Defense Production Act of 1950, as amended, is amended to read as 
follows: ‘‘For the purposes of this section, a small-business concern shall be 
deemed to be one which is independently owned and operated and which is not 
dominant in its field of operation, including producers of strategic and critical 
minerals and metals.” 

(b) Paragraph (4) of subsection (a) of section 714 of the Defense Production 
Act of 1950, as amended, is amended by striking out “June 30, 1953" and inserting 
in lieu thereof ‘June 30, 1955". 

Sec. 11. Paragraph (3) of subsection (f) of section 714 of the Defense Produe- 
tion Act of 1950, as amended, is amended by inserti after the word “‘allocated” 


i I 


the first time it appears therein the words “in the civilian market”, 

Sec. 12. Paragraph (4) of subsection (f) of section 714 of the Defense Produe- 
tion Act of 1950, as amended, is repealed. 

Sec. 13. Subsection (a) of section 717 of the Defense Produetion Act of 1950, 
as amended, is amended to read as follows: 

“(a) (1) Title I (except section 104), and titles ITI, VI, VII and VIII of this 
Act, and all authority conferred thereunder, shall terminate at the close of June 
30, 1955, or at the expiration of ninety days after the issuance on or before that 
date of an Executive order establishing ceilings under the provisions of section 
SO1 (a) of this Act, whichever is later. 

(2) Section 104 of title I and title Il of this Act, and all authority conferred 
thereunder, shall terminate at the close of June 30, 1953; and titles IV and V of 
this Act, and all authority conferred thereunder, shall terminate at the close of 
April 30, 1953.” 

Sec. 14. Subsection (¢) of section 717 of the Defense Production Aet of 1950, 
as amended, is amended by adding before the period at the end thereof a comma 
and the following: “or the taking of any action (ineluding the making of new 
guarantees) deemed by a guaranteeing agency to be necessary to accomplish the 
orderly liquidation, adjustment or settlement of any loans guaranteed under this 
Act, including actions deemed necessary to avoid undue hardship to borrowers 
in reconverting to normal civilian production; and all of the authority granted 
to the President, guaranteeing agencies, and fiseal agents, under section 301 of 
this Act shall be applicable to actions taken pursuant to the authority contained 
in this subsection” 

Sec. 16. The Defense Production Act of 1950, as amended, is amended by 
adding at the end thereof the following new title: 


“TITLE VIII—TEMPORARY EMERGENCY PRICE, WAGE, AND RENT 
CEILINGS 


“Sec. SOL. (a) The President is authorized and directed, whenever the United 
States has declared war against a foreign nation, or whenever the Congress, by 
coneurrent resolution, shall find and declare that a grave national emergeney 
exists and that the exercise of such authority is necessary in the interest of na- 
tional security and economic stability, to establish simultaneously by Executive 
order ceilings on (1) the price, rental, commission, margin, rate, fee, charge, or 
allowance paid or received on the sale or delivery, or the purchase or receipt, by 
or to any person, of materials and services, (2) wages, salaries, and other com- 
pensation paid or received with respect to employment, and (3) rents paid or 
received for the use or oceupaney of honsing accommodations, at those prevailing 
as of the close of business on the business day next preeeding the day on which 
the action is taken, or those prevailing on the nearest date during the preceding 
thirty days on which, in the judgment of the President, they are generally repre- 
sentative, or if none prevailed during such thirty-day period, then those prevailing 
on the nearest date on which, in the judgment of the President, they are generally 
representative. Notwithstanding the foregoing, (A) the ceiling level for any 
agricultural commodity shall be the higher of (i) the level specified in the fore- 
going provision, or (ii) the parity price for the commodity determined and adjusted 
for grade, location, and seasonal differentials by the Secretary of Agriculture, and 
(B) the ceiling level for any commodity processed or manufactured in whole or 
substantial part from any agricultural commodity shall be the higher of (i) the 
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level specified in the foregoing provision, or (ii) such level as will reflect to pro- 
ducers of such agricultural commodity a price for such agricultural commodity 
equal to the ceiling level specified therefor in this sentence. All ceilings estab- 
lished under this title shall terminate ninety days after the issuance of such order, 
or at such earlier time as Congress may by law or concurrent resolution provide, 
and the authority conferred by this title to establish ceilings shall not thereafter 
be exercised. 

“(b) The authority conferred by this title shall not be exercised with respect 
to the following: prices, or rentals for materials furnished for publication by any 
press association or feature service, or books, magazines, motion pictures, peri- 
odicals or newspapers, other than as waste or serap; or rates charged by any 
person in the business of operating or publishing a newspaper, periodical or 
magazine, or operating a radio-broadeasting or television station, a motion-picture 
or other theater enterprise, or outdoor advertising facilities. 

“Sec. S02. The President may make such rules, regulations, and orders as he 
deems necessary and appropriate to carry out the provisions of this title. When- 
ever in the judgment of the President such action is necessary or proper in order 
to effectuate the purposes of this title, he may, by regulation or order, regulate 
or prohibit speculative or manipulative practices or renting or leasing practices 
(ineluding practices relating to the recovery of possession) in connection with any 
housing accommodations, which in his judgment are equivalent to or are likely 
to result in rent inereases inconsistent with the purposes of this title. 

“Sec. 803. (a) Regardless of any obligation heretofore or hereafter entered 
into, it shall be unlawful— 

“(1) for any person to sell or deliver, or in the regular course of business 
or trade to buy or receive, any material or service, or to demand, accept, 
receive, or retain any rent for the use or occupancy of any housing accommo- 
dations, or otherwise to do or omit to do any act, in violation of this title or 
any regulation, order, or requirement issucad thereunder, or to offer, solicit, 
attempt, or agree to do any of the foregoing; or 

“(2) for any employer to pay, or any emplovee to receive, any wage, salary, 
or other compensation in contravention of any regulation or order promul- 
gated by the President under this title. 

The President shall prescribe the extent to which any payment (including any 
wage, salary, or compensation payment), either in money or property, made in 
contravention of any such regulation, order, or requirement shall be disregarded 
by the executive departments and other governmental agencies in determining the 
costs or expenses of any person for the purposes of any other law or regulation, 
including bases in determining gain for tax purposes. 

“(b) Any person who willfully violates any provision of this section shall, upon 
conviction thereof, be subject to a fine of not more than $10,000 or to imprison- 
ment for not more than one vear, or both. 

“Src. 804. Nothing in this title shall be construed to require any person to sell 
any material or service, or to offer any housing accommodations for rent, or to 
perform personal services. 

“Sic. 805. As used in this title— 

“(a) The term ‘rent’ means the consideration, including any bonus, benefit, 
or gratuity, demanded or received for or in connection with the use or occupancy 
of housing accommodations, or the transfer of a lease of housing accommodations. 

“(b) The term ‘housing accommodations’ means any building, structure or part 
thereof, or land appurtenant thereto, or any other real or personal property rented 
or offered for rent for living or dwelling purposes (including houses, apartments, 
rooming or boarding-house accommodations, and other properties used for living 
or dwelling purposes) together with all privileges, services, furnishings, furniture, 
and facilities connected with the use or occupancy of such property. 

“Sec, 806. This title shall become effective on May 1, 1953.” 

Passed the Senate May 19 (legislative day, May 15), 1953. 

Attest: J. Mark Trice, Secretary. 

The Cuarrman. Our first witness will be Mr. Flemming, Director 
of the Office of Defense Mobilization. We are very happy to have 
vou with us, Mr. Flemming. You have a statement to present, I 
understand. If vou care to, you may read the statement without 
interruption, and we will probably want to ask you some questions 
later. 
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STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


Mr. Fremmina. I appreciate very much having the opportunity 
of discussing the question of the extension of the Defense Production 
Act with the members of this committee. 

First of all, | would like to provide you with a brief description of 
the manner in which the Office of Defense Mobilization has operated 
during the past 4 months. 

You will recall that immediately after the President’s state of the 
Union message, the President issued an Executive order transferring 
the Defense Production Adiministration to the Office of Defense 
Mobilization and designating the Director of Defense Mobilization 
as the Economic Stabilization Administrator. 

At the same time the President directed the Director of Defense 
Mobilization to supervise the activities of the National Security 
Resources Board. 

The President also approved a program under which immediate 
action was taken to decontrol salaries and wages. A schedule was 
set up and put into effect for the decontrol of prices and steps were 
taken to liberalize the controlled materials plan and to bring it to an 
end by June 30. 

As the members of the committee know, we have now decontrolled 
all prices. 

As a result of these organizational and policy decisions the number 
of emplovees in the Office of Defense Mobilization, Defense Production 
Administration, National Security Resources Board, Economic 
Stabilization Agency, and the National Production Authority has been 
reduced from 12,500 to 4,236, or a reduction of 8,264. Also, an 
additional 900 emplovees have received notices stating that their 
employment will be terminated within a period of 30 days. 

On April 2, 1953, the President submitted Reorganization Plan No. 3 
to the Congress. This plan provides for the transfer of the statutory 
responsibilities of the National Security Resources Board to the 
Office of Defense Mobilization and it also provides for the transfer 
from the Munitions Board to the Office of Defense Mobilization of the 
stockpiling functions now performed by that agency. 

Looking ahead to the future, the Office of Defense Mobilization will 
act as the right arm of the President in giving direction to the operating 
phases of the current mobilization program and in making sure that a 
realistic and up-to-date action program is ready at all times to be put 
into effect by the Congress and the President in the event that inter- 
national developments should eall for such a program. 

In setting up the Office of Defense Mobilization, provision was made 
for the establishment of a Defense Mobilization Board, made up of 
seven members of the Cabinet, the Chairman of the Board of Gov- 
ernors of the Federal Reserve System, and the Director for Mutual 
Security, to advise the Director on all phases of the mobilization 
program. 

This Board has met frequently since the beginning of the new 
administration and has advised the Director on all major questions of 
policy which have come to this Office for decision. 

In the development of the program which we are presenting to this 
committee, we have kept uppermost in our minds the philosophy 
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which was reflected in the President’s state of the Union message 
when he said: 

The great economic strength of our democracy has developed in an atmosphere 
of freedom. The character of our people resists artificial and arbitrary controls 
of any kind. Direct controls, except those on credit deal not with the real causes 
of inflation but only with its symptoms. In times of national emergeney, this 
kind of control has a role to play. Our whole system, however, is based upon the 
assumption that, normally, we should combat wide fluetuations in our price 
structure by relying largely on the effeetive use of sound fiscal and monetary 
policy, and upon the natural workings of economie law, 

We are, of course, living in an international situation that is neither an emer- 
geney demanding full mobilization, nor is it peace. No one ean know how long 
this condition will persist. Consequently, we are foreed to learn many new 
things as we go along, clinging to what works, discarding what does not. 

In other words, it is the objective of this administration to rid the 
American economy of direct controls, 

At the same time, we recognive the importance of keeping on the 
statute books those provisions of law which grow out of a recognition 
of the fact that we are living in an international situation that is 
neither an emergency demanding full mobilization, nor is it peace. 

In considering the problems which are before this committee, it 
seems to me that if is important for us to keep in mind the following 
facts: 

That, in the words of the President in his message to the Nation on 

Tuesday evening, “Our Defense Establishment has vet to reach the 
level of performance we want. Until it has, we shall not rest.”’ 

It is still necessary for us to provide for the maintenance of our 
Armed Forces at a level substantially higher than would be the case 
in peacetime. 

Our current military requirements are of such a nature that we will 
continue to devote a substantial part of our industrial strength to 
military construction and supply. 

The world situation is such that we face the necessity of achieving 
and maintaining a condition of readiness so that we can move rapidly 
from partial mobilization to all-out mobilization. 

To quote again from the President’s address to the Nation: 

There is, | believe, only one honest, workable formula. It is not magical, but 
it is the best that competent men can define. It is this: a defense strong enough 
both to discourage aggression and beyond this to protect the Nation—in the event 
of any aggression—as it moves swiftly to full mobilization. 

The more swiftly and smoothly we can mobilize, the less our dependence upon 
standing armies, navies, and air forces. 

Because our increased industrial capacity is not now devoted to 
all-out war production, we have been able to catch up with the 
extraordinary defense demand in many important areas, and as 
a result the supply of most basie materials is now substantially in 
balance with demand. 

Although this picture is encouraging we must recognize that it 
could change rapidly and that we must, therefore, be on the alert for 
renewed pressures on the economy. 

It is my intention to discuss with the committee the issues which 
arise out of a consideration of S. L081, the bill providing for the exten- 
sion of the Defense Production Act, which passed the Senate on 
Tuesday of this week. 

We believe that the authority to require preference in the per- 
formance of contracts and to allocate materials and facilities for the 
national defense should be extended to June 30, 1955. 
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In his state of the Union message the President said: 

I believe also that material and product controls should be ended, except with 
respect to defense priorities and scarce and critical items essential for our defense. 
I shall recommend to the Congress that legislation be enacted to continue anthor- 
itv for such remaining controls of this type as will be necessary after the expiration 
of the existing statute on June 380, 1953. 

Title | of the Defense Production Aet authorizes the President to 
require that defense contracts be given priority in their performance 
over other contracts and to allocate material for defense purposes. 

There is almost universal recognition of the necessity for giving 
priority to the production of weapons for the national defense. 

Ships and planes and tanks, guided missiles, and radar equipment 
are recognizable as the immediate instruments of our protection and 
as such they merit first attention in our plants and factories 

Practically, effective priority for the production ef weapons of war 
means priority for the subassemblies, the components, and the primary 
forms and shapes and the raw materials that go into the end produet, 

The need for a preference system is as simple as that. 

Priorities and allocations authority does more, of course, than put 
weapon at the top of a plant's production schedule. 

The President is able to accomplish an equitable distribution of 
defense contracts amone suppliers so as to avoid the situation in 
which one producer is required to turn his eptire production to defense 
needs while another continues to supply the normal needs not only 
of his own customers but of the company doing defense work as well. 

The President is also able to protect businesses from liability for 
damages whieh would otherwise result from deferring normal business 
to concentrate on defense. 

Bv use of the allocation authority the President is able to conserve 
the supply of searce and critical materials. 

The procurement snd construction programs of the military depart- 
ments and the Atomic Energy Commission have only recently reached 
full speed in terms of deliveries. 

They will continue for some time to come to constitute a major 
factor in the economy. 

To assure their completion as well as to minitnize their disruptive 
effect on our civilian economy the basic priorities and allocations 
authority is needed. 

Certain provisions of the law bearing upon the use of title | authority 
should be changed, however, to reflect changed circumstances. 

Very substantial expansion in the Nation’s eapacity for the pro- 
duction of goods and services since Korea has brought supply and 
demand in most areas of the economy substantially iato balance. 

This is why we have been able to decontrol prices and wages and 
to limit the use of materials controls to the area of military production. 

Also, this is why we have been able to discontinue the general dis- 
tribution of materials throughout the civilian economy except for a 
few searce and critical items essential to defense. 

Under these circumstances the Defense Production Act ought not 
to require, as it now does, distribution throughout the civilian econ- 
omy but, on the contrary, should express the intent that such dis- 
tribution be resorted to in special cases. 

We believe that the proposed amendments to section 101 as set 
forth in section 3 of S. 1081 will accomplish this objective. 
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Turning, however, to section 8 and to section 11 of S. 1081, we 
believe that it would be desirable to strike, in both instances, the 
words “to allocate any material in the civilian market,” and to 
substitute for them the words appearing in section 3; namely, “to 
control the general distribution of any material in the civilian market.”’ 

Soon after the President's state of the Union message, it was deter- 
mined that all outstanding tickets which had been issued under the 
current controlled materials plan would continue to be honored until 
June 30, 1953, but with the understanding that as steel mills, for 
exemple, had any additional space available, this could be utilized 
for their customers without any further reference to the Government. 

Consistent with the President’s belief that material and product 
controls would be necessary with respect to defense priorities and 
scarce and critical items essential for our defense, a new control 
system has been designed in order to assure deliveries of enough 
steel, copper, and aluminum to programs of the Department of 
Defense and the Atomic Energy Commission. 

This new defense materials system is intended to govern materials 
distribution for defense after June 30, provided that the Congress 
agrees with the President that authority for this type of plan is 
essential. 

The National Production Authority has already issued the first 
instructions under this new system because of the long lead time 
required for placing orders for steel, copper, and aluminum. — In brief, 
the new system will start out as a controlled materials plan limited 
to Defense and AEC requirements. This will insure an orderly 
transition on June 30. As time goes on we have every expectation 
that it will be possible to simplify the plan. 

Under this new system the quantities of steel, copper, and alumi- 
num needed each quarter by the Department of Defense and the 
Atomic Energy Commission to meet their construction and pro- 
duction programs for defense will be determined. 

Each producing unit in the three controlled materials industries 
will be told on a quarterly basis what its share of this defense require- 
ment is to be. 

The mills then will reserve the necessary portion of their total 
production for defense orders in accordance with National Production 
Authority directives. 

Defense contractors and subcontractors will be authorized to use 
program symbols to identify their orders for acceptance within the 
military space reservations at the mills. 

Similar authority in the form of preference ratings will be granted 
defense contractors for purchase of products and materials other than 
controlled materials needed to complete their defense production or 
construction schedules. 

We recommend that the authority to requisition and condemn 
personal and real property needed for the national defense be permitted 
to lapse. 

Such authority is of importance in time of mobilization when the 
property of every citizen must be available if needed for the defense 
of his country. 

During the current program this authority has been used just 
once and then only to clear up a clouded title rather than because of 
recalcitrance or a wish to profiteer. 
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Its major value has been of a psychological character in that the 
hoarding of searce materials and general resistance to the require- 
ments of a defense program are substantial discouraged by the 
existence of the authority to requisition. 

As the area of economic controls diminishes, however, and priorities 
are confined increasingly to military production, the problem. of 
enforcement is greatly simplified and the value of the authority to 
requisition is reduced. 

If the test of necessity is applied to this particular authority the 
result, in our judgment, is a conclusion that it is not needed 1 it the 
present time and can appropriately be allowed to lapse. 

The action taken by the Senate is consistent with this recommenda- 
tion. 

The authority to assist private enterprise in the expansion of 
productive capacity should be extended to June 30, 1955. 

Title ITI ef the Defense Production Act authorizes the Government 
to assist private enterprise in the construction and expansion of 
productive facilities which are important to the national defense. 

Included are authorities to make loans and to guarantee loans in 
connection with the performance of Government contracts and the 
exploration, development, mining, and production of defense materials. 
Authority is also given to make long-term purchase contraets and 
other arrangements which will- permit increases in the supply of 
defense materials. 

These authorities have been extensively used and must be eredited 
with a substantial part in the expansion of our productive capacity 
which has occurred during the last 2'5 vears. 

It is partly through this expansion of « ‘apacity that we have achieved 
the substantial balance in supply and demand that allows us to throw 
off most of the economic controls on the economy at the present time. 

Here again, however, considerable work remains to be done. 

Roughly two-thirds of our industrial expansion goals have been 90 
percent or more subscribed. That is to say, private industry has 
agreed to undertake that much of the proposed expansion. 

At the same time, 8 percent of our goals are less than one-half 
subscribed. 

We have reached the area of selective expansion in materials pecu- 
liarly important to defense but not normally in great demand for the 
production of peacetime goods and services. 

Current programs of great importance in the area of raw materials 
supplies are intended to increase the production of such items as 
nickel, cobalt, mica, and titanium. 

Progress in these areas has been slow and difficult but they are of 
such great importance that we must leave no stones unturned in our 
efforts to increase the available supply. 

We believe that the authority presently provided in this title will, 
in cooperation with programs of the Defense Department and other 
agencies of the Government involving research, development, con- 
struction, specialized production, and stockpiling, make possible the 
completion of our industrial base for war mobilization. There is no 
more important responsibility on the Federal Government today than 
the completion of this mobilization base. 

Most of the powers granted by title IIT are financed by the authority 
to borrow 2.1 billion from the Treasury. 

837083—53——-2 
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Provision is made in the act for computing the Government's 
obligations on the basis of probable ultimate net cost after completion 
of the expansion program. 

Present estimates indicate a substantial balance in this fund after 
payment of all costs and, as a result, we are not asking for an increase 
in the gross authority. 

Only one change is recommended in the provisions of title III 
and that is that the authority to make long-term contracts for periods 
up to June 30, 1962, be amended to authorize contracts extending one 
additional year, until June 30, 1963. And that change has been made 
in S. 

In connection with this title, I desire to stress the fact that as a part 
of our reorganization plans we intend to center responsibility for follow- 
ing through on the entire program in one person immediately under the 
Director of the Office of Defense Mobilization. We intend to provide 
this person with a very high grade review committee. 

This review process will apply not only to new propsals but also to 
any proposals that are now in the process of being executed but where 
the Government has not vet made a final commitment. 

The Senate action on S. 1081 is consistent with our belief that the 
authority to assist private enterprise in the expansion of productive 
capacity should be extended. 

The Senate bill adds a provision which grants to the President 
authority to transfer to the stockpile metals, minerals, and materials 
which have been acquired by the Government and which, in the 
judgment of the President are excess to the needs of the defense 
program. 

We have no objection to the inclusion of this provision. 

We recommend that the authority for assisting small-business 
concerns to play a maximum part in the defense program be continued. 

Section 714 of the Defense Production Act creates a Small Defense 
Plants Administration with authority to assist small business concerns 
in various ways to play a maximum part in the defense program. 

It is recommended that this authority be extended as provided for 
in S. 1OS1. 

We appreciate the fact that this committee and the Senate Banking 
and Currency Committee are considering bills which would provide 
a new statutory base and a new organizational structure for the Fed- 
eral Government's activities in this field. 

Until, however, the Congress has decided what to do with these 
proposals, we feel that the present authority in the Defense Production 
Act should be extended. 

We recommend a continuation of the seetion authorizing the Presi- 
dent to request persons to undertake voluntary programs in the inter- 
est of the national defense, with the understanding that such pro- 
grams will not be looked upon as being in violation of the antitrust 
laws. 

1. This authority has made possible the interchange of information 
and knowhow among companies producing military goods and the 
formation of small-business production pools, as well as certain other 
cooperative arrangements contributing to defense. 

We recommend that the question of whether or not the President 
should be given authority to impose a 90-day freeze on prices, wages 
and rents, be decided on the basis of whether or not the Congress, in 
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its judgment, could act quickly enough to grant such authority in the 
event of an of an emergeney. 


In testimony before the Banking and Curreney Committee of the 
Senate, I said: 


Consistent with the President's desires to free the economy of controls we hope 
that the Congress will decide that, in the event of an eme 
could move rapidly enough in providing authority for 
problem in an adequate manner. 

If, however, the Congress should arrive at the contrary conclusion, IT am 
authorized to state that a bill containing a provision granting authority to the 
President to impose a freeze on prices and wages would be acceptable. 


‘rgeney situation, it 
a freeze to deal with the 


The Senate, in passing S. 1081, has indicated that, in its judgement, 
the Congress could act rapidly enough on a concurrent resolution 
putting into effect the provisions which are set forth in section 16 of 
that bill. 

In this connection, we feel that section 16 as now written if put 
into effect by a concurrent resolution, would be a very difficult section 
to administer in view of the fact that th provision in the bill as 
reported to the Senate, granting the President authority to provide 
“exceptions from suspension of or adjustments to ceiling,” has been 
stricken from the bill. 

The principal purpose of a 90-day freeze would be to prevent any 
general upward movement of prices, wages and rents without stopping 
the movement of goods, partic ularly those essential to the national 
Security, 

For example, because of the special nature of purely military items 
such as tanks, planes and guns, it has always been found necessary 
to exempt them from price control 

Also, to take another example, if authority to provide for exemp- 
tions ts not included, a freeze might close the commodity markets in 
lead, zine, tin, rubber r, coffee, and other commodities for the period 
of the freeze. 

Irrespective, however, of the final decision of the Congress on 
section 16, we believe that the Federal Government must keep itself 
in a position where it could act promptly and effectively in this are: 
if an emergency situation should develop. 

In World War 1, World War II, and the war in Korea, we have been 
forced to learn a great deal about inflation and methods of combating 
it. A failure to proiit by these experiences would be unpardonable. 

If we are to avoid mistakes and delays of the past, we must develop 
plans before we are in an emergency. 

Although we all hope that we may never have to put these plans into 
operation we must not fail to have them ready. 

In the stabilization field (as in war production, manpower, and civil 
defense), a planning group must be set up. It should not be a large 
staff. It should operate under deadline dates. When these dates are 
met only avery few pe ople will be needed to kee p the pl: ms current. 

The planning staff should include people with experience in living 
under controls and part of the emphasis of the stalf should be on de- 
veloping less burdensome and more effective controls. 

The staff should prepare operating plans, including legislation, for 
price, wage, and rent controls and consumer rationing. It should 
chart the organization necessary to carry out these programs and 
prepare a panel to staif this organization. 
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It should give major consideration to indirect control methods m 
order to minimize the use of direct controls. 

We would hope that in the development of such plans it might be 
possible for us to work cooperatively with this committee, as well as 
with the Senate Banking and Currency Committee or with the Jomt 
Committee on Defense Production. 

In other words, whether we have standby freeze authority or not, a 
major responsibility rests with the executive branch to develop on a 
cooperative basis with the legislative branch the kind of plans that, 
when put into effect, will deal adequately and promptly with an 
emergency situation should one arise. 

Finally, the administrative provisions of title VII of the Defense 
Production Act which are necessary to carry into effect the substantive 
provisions of the earlier titles, should be extended. 

These provisions include the authority to delegate powers, create 
agencies, require information and reports, make regulations, seek 
injunctive relief against violators of the act, and other similar matters. 

That, Mr. Chairman, constitutes our views on the extension of the 
Defense Production Act in general, with our remarks directed specifi- 
cally to the provisions of S. 1081 as passed by the Senate this week. 

The Cuarrman. I think you have made the position of the admin- 
istration very clear, Mr. Flemming. 

You indicate that there might be some danger, in years to come, in 
activating a standby control program enacted at the present time. 
The plan we might set up now might not apply, in other words, in 
future vears, is that correct? 

Mr. Fuemmine. My remarks were directed entirely to the 90-day 
freeze provision, Mr. Chairman. 

I might say this, that it has been our position that we are opposed 
to the enactment of a detailed standby control law, because we feel 
that any effort to enact at the present time a detailed standby control 
law, would not be too realistic, in that, by the time it became necessary 
to apply the provisions of the law, conditions might have changed 
considerably, and consequently, the Congress would have to take a 
look at the whole matter again anyhow. 

In my previous remarks, my testimony was directed entirely to the 
provision for a 90-day freee, and there I reiterated the position that 
we took before the Senate Banking and Currency Committee; namely, 
I expressed the hope that the Congress will decide that in the event of 
an emergency situation, it could move rapidly enough in providing 
authority for a freeze to deal with the problem in an adequate manner. 

But if the Congress should arrive at the contrary conclusion, | 
am authorized to state that a bill containing a provision granting 
authority to the President to impose a freeze on prices and wages, 
would be accepted. 

Now, as you apprecitate, Mr. Chairman, the Senate, in passing 
S. 1081, in section 16, did insert a provision for a freeze, but then of 
course it amended the bill as it was reported from the committee, and 
provided that those provisions could be put into effect by the President. 
only in the event of a declaration of war or the passage of a concurrent 
resolution on the part of the Congress. 

Our point is, that if the Congress should pass a concurrent resolu- 
tion which would simply put into effect the provisions of section 16, 
as they are now contained in 8. 1081, it would be pretty difficult to 
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administer, because of the fact that on the floor of the Senate, the 
provision granting authority to provide exemptions from suspension 
of or adjustments to ceilings, was stricken from section 16, so that it 
would be an absolute freeze, with no authority to provide for exemp- 
tions or suspensions, and on the basis of the previous experiences that 
the Government has had with price and wage control legislation, we 
feel that it would be essential for the President, if he is given authority 
by a coneurrent resolution to impose a 90-day freeze, to also have 
some authority to grant some exemptions to that freee. 

The Crairrman. That would almost compel the President, as I 
understand it, to freeze all utility rates, notwithstanding the fact that 
utility rates are controlled by the Interstate Commerce Commission 
and the Publie Utility Commissions of the several States. It would 
impel him, as vou have suggested here, to virtually suspend the epera- 
tion of the commodity markets, including the cotton commodity mar- 
ket, which | notice you did not mention here. But 
would be so. 

Mr. Fuemaine. That is right. I should have included it, Mr. 
Chairman. 

The Coairman. Also, it would freeze the fees charged by doctors, 
lawyers, dentists upon a mythical base. 

Mr. Fuemaine. I think that is correet, Mr. Chairman. They did 
write in a few exemptions, on page 18. 

The CuarrmMan. That is correct. [ was about to bring that up. 

Mr. Fuemmine. But the matters that vou referred to, as | under- 
stand it, are not covered by the bill. 

Mr. Kinpurn. Would you yield, Mr. Chairman? 

The Cuatrman. I yield. 

Mr. Kinpurnx. Mr. Flemming, I think the Congress has great re- 
spect for you and your testimony. You kept on saying ‘“‘T am au- 
thorized to state.” You are authorized to state by whom? 

Mr. Fiuremaina. I said that only in one instance, Congressman, and 
that was in connection with the 90-day freeze provision, 

Mr. Kirsurx. Who authorized you to say that? 

Mr. Fiemina. That is the position of the President on that par- 
ticular matter. 

The Cuamman. Then the whole question of whether we should 
enact authority for a freeze order turns upon whether we in this com- 
mittee, and we in this Congress, determine whether we can act 
expeditiously in times of emergency. 

Mr. Firemmine. That is correct, Mr. Chairman. That is our 
position. 

The CuarrmMan. And that action by the Congress might take the 
form of authority to freeze the economy. That is right, is it not? 

Mr. Fiemuina. In the event of an emergency, ves, that is right. 
In fact, Mr. Chairman, I think I should say this, that it is our posi- 
tion that in the event of an emergency, it would be almost essential 
for freeze authority to be granted prior to the enactment of a de- 
tailed law on price, wage, and rent controls. 

The CuarrMan. | anticipate that in time of war we would accept 
the inevitable that there might be an increase in prices, brought 

about by speculation, perhaps, in anticipation of shortages. 
There would not be too much at fault in that, 


I assume that 
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The thing that has bothered me in this respect is the exercise of 
this authority in time of grave emergency. 

As I understand the Senate bill, if a grave emergency arises, short 
of war, then immediately we can activate these freeze orders by con- 
current resolution? 

Mr. FuemMine. That is correct. 

The CuatrmMan. | will not ask you to answer this question because 
it involves a controversy perhaps between the Senate and the House, 
but doesn’t the Senate feel that we would have to have some hear- 
ings before we passed a joint resolution on the question as to whether 
the emergency was grave enough to warrant action? And of course 
I cannot, for the life of me, contemplate any emergency arising so 
soon, Without notice, that we would not have time to arrive at a 
new bill, for that matter. 

emergencies short of war do not come upon us immediately. 
They are evidenced by an increase in acceleration in the defense 
effort, resulting in our having to allocate more of our materials and 
production to the war effort. 

They come upon us more or less gradually, and we know enough 
about controls, and industry, agriculture and business known enough 
about controls so that we can get a bill together overnight. 

I do not think I am exaggerating, and | am only expressing my 
own opinion, but in the event of attack by a foreign country on any 
part of the United States, you could have a quorum in this Congress 
within 24 hours after that attack. Every airplane service and rail- 
road service in the United States would be made available to the 
Members of Congress to get a quorum here in the Congress, so that 
within 24 hours we would have present in Congress a quorum. 

The first order of business, immediately after the convening of 
Congress, would probably be a resolution declaring that a state of 
war existed. 

The second order of business might very well be the authority to 
freeze the economy, and in that resolution, we would take into con- 
sideration the economy as we found it then, and the probable effect 
on the economy of these measures, and we could take into considera- 
tion such exemptions as have always appeared in OPS and OPA laws. 

I dare say there are a hundred Members of Congress who could 
sit down and in 10 minutes draft a better freeze order than is con- 
tained in the Senate bill, and £0 minutes after that we would have the 
matter before the Congress, so that the resolution declaring that a 
state of war existed, and the resolution authorizing the President to 
freeze the economy, both of them could be on the President’s desk 
the same afternoon. 

I have used the word “ridiculous,” but I do not think any Member 
of the House, under the rules of the House, should charge that the 
Senate has done a ridiculous thing. So we might say that the Senate 
has done a very unwise thing in providing for the activation of these 
controls, or these freeze orders, upon the adoption of a concurrent 
resolution which presupposes, of course, hearings. Of course the 
same hearings might be on a joint resolution, the same hearings might 

be on a bill setting up price controls. 

Surely a simple little bill authorizing the President to freeze the 
economy for 90 days should not take more than 20 minutes to draft 
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and more than half an hour to pass in the House, and not more than 
an hour to pass in the Senate. 

So my personal view is that it is rather unfortunate that they have 
done that, because as I understand the President's position, he wants 
to free the economy to such a point where we will get full production, 
not only of defense goods but also of civilian goods, and | think we can 
all see a situation arising here wherein pressures are brought on Con- 
gress. People do not hesitate to contact the Congress 


on these 
matters. 


Whenever the price of coffee goes up a couple of cents, or 
whenever the price of any commodity in industry threatens to go up, 
then that indus try, or the consum: rs of the produc is of that industry, 
come to Congress to demand that we activate these controls. 

Congress would be constantly pressured 
resolution, which in effect 
authority. 

In the meantime, do you not think that industry would rather slow 
up, to determine what the Congress was going to do, and that it 
might have some material effect upon our production? 

Mr. FurmMingc. Of course, Mr. Chairman, | 
that a move is initiated, either to enact a concurrent resolution or to 
enact freeze authority, or to enact a price and wage control bill, that 
it might have that particular effect, conceivably. 

The Cuairman. It would be a constant threat hanging over agri- 
culture, business, and industry, to the point where we might expect 
that these parts of our economy would not feel as free to produe 
they would otherwise. Is that substantially true? 

Mr. FuemMinc. Mr. Chairman, I would like to say that my own 
reaction is this: that undoubtedly the Senate has included a provision 
of this kind, because of a feeling on the part of at least the majority 
of the Senate, that with a provision of this nature in a law, and with 
the understanding that it could be brought into effeet either by a 
declaration of war or by the passage of a concurrent resolution, that 
Congress could act more expeditiously and more effectively. 

I appreciate the point of view that vou have just expressed, but it 
does seem to me that it comes down to a question of judgment on 
the part of the Congress, as to what particular approach would result 
in the most expeditious and most effective action. 

Personally, I feel. as a member of the executive branch, that that 
isa matter that we should leave up to the Congress to decide, because 
it involves the question of how the congressional machinery itself 
can operate in order to deal with whatever type of an emergency may 
develop. 

Mr. Brown. What is the Byrd amendment, Mr. Chairman? 

The Cuairnman. That is the amendment that gives the President 
authority to freeze the economy for 90 days, in time of war 
enactment by the Congress of a concurrent 
emergency eXists. 

Th: mk vou, Mr. Flemming. 

Mr. Spence. What powers does the President desire under this 
bill? Does he want the power to put into effect a freeze order? 

Mr. Fremaine. Mr. Congressman, as I indicated, it is our hope 
that Congress will decide that in the event of an emergency situation 
it could move rapidly enough, in providing authority for a freeze, to 
deal with the problem in an adequate manner. 


to enact a concurrent 
would compel the President to exercise the 


think that anytime 
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resolution that a grave 
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On the other hand, if the Congress should arrive at a contrary 
conclusion, a provision such as the one which was included in the 
Senate bill, as reported to the Senate, would be acceptable. 

But we feel that it is a matter for the Congress to decide, as to 
whether or not, in its judgment, it could move effectively enough in 
the event of an emergency, without having such a provision in the 
law at the present time. 

Mr. Spence. I think if vou want expeditious action, vou can assure 
it by giving it to the President. The Congress cannot bind itself. 
Whatever it writes into law, it can take different action when the time 
comes. 

It seems to me the argument is very strong that if vou want ex- 
peditious action in the Executive, where it can be used at the Presi- 
dent’s diseretion, without long debate, and without the delays which 
occur in the Congress, because the processes of legislation are very 
slow, that that should be placed in the President. 

Mr. Groree. Did we not have a law written by the Sist Congress 
on the statute books which would allow the President to freeze the 
economy, at the beginning of the Korean war? 

Mr. Fuemmine. That is correct, Mr. Congressman, but it is not on 
the books now. 

Mr. Groree. I understand that. Is there any doubt in your mind 
but what this Congress could pass legislation and put it in effect at 
least as quickly as our former President did, in that emergency? 

Mr. Fuemminc. My understanding is that the chronological events 
there were that about 2 months after the outbreak of hostilities in 
Korea, a law was passed, but then it was another 3 months before the 
powers were exercised, So that gives a period of 5 months. 

Mr. Grorce. A period of 5 months elapsed. I am sure that this 
Congress can operate on any type of legislation in a period of 5 months. 

Mr. Fremmina. Mr. Congressman, I would say this: That in the 
event of a real emergency it would certainly be necessary to operate 
much more quickly than in a 5 months’ period, in order to deal with 
the situation adequately, and whether or not that can be done, we feel 
is a question of judgment, and that the Members of Congress are in 
the best position to decide that particular issue. 

Mr. Grorce. Do vou have any figures that would show bow much 
it cost the defense effort, in relationship to the taxpayers of the United 
States, due to the fact that this law was not put into effect 5 months 
sooner than it was? 

Mr. Fremmine. Mr. Congressman, I do not, but I imagine that I 
could obtain some figures of that kind and provide them for you or 
for the record, just as vou desire. 

Mr. Groner. I would like to know just how much that period of 
uncontrolled inflation cost the people of the United States. 

Mr. Fremmina. You are thinking in terms of the effect that it had 
on the defense bill; | mean what it cost? 

Mr. GreorGe. Yes, the increased cost of our defense effort. We 
passed a tax bill along about the same time, and, when the Congress 
came back, the effect of that increase was completely wiped out in the 
inflationary cost. 

Mr. Fiemminea. That is right. I know there was a sharp rise, and 
there is no doubt at all but what it had a very serious effect on the 
total cost of the defense effort. 


ay 


ly 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 
We will be glad to see if we can provide specific figures. 
(The matter referred to is as follows: ) 

Price CHANGES Between JUNE 1950 AND THE INSTITUTION OF PRICE CONTROLS 

AND THEIR EFrrecr ON THE Cost OF THE DEFENSE PROGRAM 


Price changes between June 1950 when the Korean outbreak began and the 
institution of price controls and subsequently are shown in the following table: 


{Base period: 1947-49= 100] 


Price changes since June 1950 Percent change 
Item | 
| June 1950 
February February 
une 195 1951 | Latest 1951. latest 
a5 
Consumers’ Price Index val 101.8 | 109.9 2113.7 | +80 
Wholesale Price Index : 100. 2 | 116.5 | 3109.9 | +15.3 
Daily Spot Commodity Index _- 89. 5 | 135.0 | 488.4 | +508 


1 Price controls were instituted Jan. 25, 1951. 
2 April 1953. 

3 Week ending May 19, 1953. 

4 May 21, 1953. 


Source: Bureau of Labor Statisties 


The effect of the price rise between June 1950 and the institution of controls at 
the end of January 1951 on the cost of the defense program is given in the following 
statement made on May 29, 1951, by the then Secretary of Defense, George C. 
Marshall: ‘Taking into account hidden increases, we believe that the best overall 
estimate of the cost of inflation to the Department of Defense during the past 
vear has been roughly equivalent to the 20-percent increase in the wholesale 
price index. Thus, approximately $7 billion out of the $35 billion authorized for 
procurement of hard and soft goods and military construction for the Department 
of Defense during fiscal vear 1951 can be regarded as the cost of inflation.” 
(Hearings before the Committee on Banking and Currency, United States Senate, 
82d Cong., Ist sess., on 8. 1397, a bill to amend the Defense Production Act of 
1950, and for other purposes, pt. 1, p. 791.) 

Mr. Merrity. Mr. Chairman. 

The CuatrmMan. Mr. Merrill. 

Mr. Merrity. On page 18 of your statement, Dr. Flemming, you 
refer to a planning organization. 

Mr. FLemmine. That is right. 

Mr. Merritt. Do | understand vou correctly to mean, then, that 
you propose to set up a planning organization that will keep in mind 
at all times that maybe tomorrow, or maybe next week, we may have 
to impose controls? 

Mr. Fiemmina. That is correct. 

Mr. Merrity. And this planning organization, then, would, every 
day, for all practical purposes, or at least, at very brief intervals, 
look over its plans and compare them to the situation then existing? 

Mr. Fiemmina. That is correct. 

Mr. Merrityi. And they would revise their plans, daily, or weekly, 
or whatever it is, in the light of then existing conditions, and would 
revise those plans to best suit the conditions of that particular time? 

Mr. Fiemmina. That is correct, Mr. Congressman. 

Mr. Merrit. And this planning organization would be not just 
a haphazard or luncheon club sort of thing, but an active, alert 
organization, fully aware of its immediate responsibilities to have the 
plan ready at all times, is that not correct? 

Mr. Fiemmina. That is correct. 
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Mr. Merritt. You also say, that that planning commission, or 
whatever the body is called, intends to keep in touch with the thinking 
of both the congressional committees that would eventually have to 
enact any legislation that was drawn up? 

Mr. That is right. 

Mr. Merritt. So that, as you plan it, you intend, then, to have at 
all times, vou might say, a bill, a proposed piece of legislation not 
just drawn up today, that might go into effect 2 vears from now, but 
a piece of legislation that is drawn up and revised, every day, you 
might say, in the light of changing circumstances, so that if it became 
necessary to impose controls, this planning commission which you 
have in mind setting up, in conjunction with the modern thinking of 
the 2 congressional committees, the 3 bodies working together would 
at all times have, if not in actual draft stage, at least in a thought-out 
stage, a complete piece of legislation that could be brought to the 
Congress on an instant’s notice for its enactment; is that right? 

Mr. Fuemmina. That is our objective; ves, sir. 

Mr. Merritt. Now, there cannot be any question in your mind, 
can there, that a piece of legislation, held in reserve, constantly revised 
in the light of the best thinking at that particular time, would be of 
much greater value to America, when it got to the Congress and was 
passed, than a piece of legislation that had been adopted a year or 
two previous to the time the actual emergency occurred, is that right? 

Mr. FLuemMinc. That is why we have gone on record on a number of 
occasions Opposing the enactment of any detailed standby price and 
wage control law. 

Mr. Merrity. So that it goes almost without argument that the 
type of legislation that this organization in conjunction with the two 
committees of Congress would have to go into operation, would be 
far superior to any standby controls or even standby freeze order; 
would it not? 

Mr. FiuemMine. Well, of course your freeze order does fall into a 
little different category. It is conceivable that vou can think through 
the basic principles that vou would want to put into effect in the event 
of an emergency, as far as the freeze is concerned, but the difficulty is, 
of course, vou start working out a freeze provision, and then you begin 
writing in exceptions, exemptions, and so on, and before very long 
you may have a detailed standby control law on vour hands rather 
than just a freeze provision. 

But I do think that there is some distinction between the two. 

Our point there is, we feel the Congress should satisfy itself that if 
an emergency should arise, and while it is giving consideration to the 
passage of the detailed law, that it would be in position to give 
authority very quickly to the President to impose a freeze, because we 
are convinced that a freeze is essential in that kind of a situation, prior 
to the putting into effect of a detailed law. 

There isn’t any doubt in our mind at all but that it would not be 
wise to have on the statute books a detailed standby control law 
dealing with prices, wages, rents, and so forth, and the question of 
whether or not the Congress could give us authority quickly enough to 
impose a freeze, in the event of an emergency, is something that we 
think the Congress should think through and arrive at a conclusion on, 
because personally, I feel, anv Member of Congress is in a better 
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position to evaluate that situation than those of us in the executive 
branch. 

Mr. Merritt. Well, | was not here, and I am sure vou were not 
here either, Doctor, but we all remember the famous 100 days that 
the Democratic administration of 20 vears ago speaks of now, and 
in that time, even in an emergency that was not quite war, there was 
a lot of legislation that was passed very quickly, was there not? 

Mr. FuemMine. That is correct. 

Mr. Merritt. Now, you have already pointed out, though, that 
even in the freeze order developed by the Senate, it had one very fatal 
defect in it; is that not correct? 

Mr. Fiemmine. In our judgment, it does; ves, sir. 

Mr. Merrite. That was because of an amendment brought out on 
the floor of the Senate. 

Mr. That is right. 

Mr. Mrrrini. Is there not one very practical consideration to keep 
in mind when we talk about freeze orders? They are going to be 
arbitrary, and in many individual cases they are going to be unjust; 
are they not? 

Mr. FuremMinG. Certainly. We are bound to freeze inequities. 

Mr. Merritt. When you pass a freeze order, therefore, as a prac- 
tical matter, would vou not get a better freeze order——and we are 
remembering that that is a temporary thing— will vou not get a better 
freeze order if the freeze order that is brought down is one that has 
been carefully thought out by the people drafting it, whether it is the 
Executive, or the Executive in conjunetion with the committees? 

Will vou not get a better freeze order, if the one that reaches 
Congress is passed immediately, as it was carefully thought out by 
the drafting people, and if an emergency comes, in an atmosphere of 
urgency, as will happen, it is passed quickly--are you not going to 
get a better freeze order if vou are going to pass a freeze order that is 
carefully thought out than one passed quickly? 

Mr. Fuemnina. | think, Mr. Congressman, we can get a better one 
than we have in section 16 as it now stands. 

Mr. Yes, sir. 

Mr. Fremuine. Because, as | have already indicated, if section 16 
is enacted by the Congress in its present form, I feel very confident 
of the fact that anyone who had responsibility for admmistration, in 
the event of an emergency which would make it necessary for the 
Congress to give consideration to a concurrent resolution, would be 
before this committee and the Senate committee, asking for amend- 
ments to section 16, in order to make it practical to operate. 

Mr. Merrite. So that, even if we adopted the Senate version, there 
would still have to be a complete piece of legislation passed before we 
could actually operate in an emergency, at the present time’ 

Mr. FiemMina. In my judgment, you could not operate under sec- 
tion 16 as it now stands, and it would be necessary to ask for amend- 
ments to it. 

Mr. Merrizyi. And there is no doubt in your mind that vour ageacy, 
in cooperation with the Congress, could have prepared the kind of 
freeze order that would be desirable at that particular time if the emer- 
gency arose, is that not right? 
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Mr. Fuemaina. I think we could develop one, in cooperation with 
the committees. It could be kept up to date and kept on a practical 
basis. 

Mr. Merritt. And we do have history behind us to show that this 
Congress has been able to act on a 1-day basis in emergencies in the 
past, haven’t we? 

Mr. Fiemminc. I am sure there are situations where that has 
happened. 

Mr. GamsBuie. The sneak attack on Pearl Harbor was on a Sunday, 
and on Monday the Congress passed the act declarmg war on Japan. 
The chairman spoke about getting here by plane within 24 hours. I 
remember 3 or 4 days after that Pearl Harbor incident I was going 
back to New York, and a man said to me at the airport, ‘‘Aren’t you 
Ralph Gamble?” I said, “ Yes.”’ He said, “I am the man who was 
bumped off the plane so you could get back to Washington Monday 
morning.” 

Mr. Botiinc. Mr. Flemming, as you stated in vour statement, vou 
have the responsibility as the Economic Stabilization Administrator, 
in your position as Director of Defense Mobilization. Inevitably vou 
must have given very serious consideration to the question of what 
kind of a situation would have a serious impact on the economy. 

Could you describe for me what would be vour idea of an emergency? 

Mr. Fiemminc. Mr. Congressman, I think that your question 
certainly raises the difficulty that has confronted everyone, in attempt- 
ing to write into legislation authority giving the President, for example, 
the right to exercise certain powers under certain emergency condi- 
tions, but certainly it seems to me that if there is, at some point in the 
future, a sharp step-up in the defense mobilization program, that un- 
questionably it would be necessary for us, in consultation with the 
Congress, to consider the desirability of imposing controls once again. 

Again, of course, someone might say, ‘What do vou mean by a sharp 
step-up?” 

Well, I am not enough of an expert to define that word “sharp” 
certainly in terms of billions of dollars, but I can visualize a situation, 
short of all-out war, where there would be a sharp step-up in the de- 
fense mobilization program which would have a sufficient impact on 
the economy as to raise, immediately, the issue of whether or not there 
should be controls. 

Mr. Boutuina. Well, now, let’s assume the sharp step-up. In what 
period of time would the economy suffer from serious distortion if no 
steps were taken, or in what period could the economy suffer a sharp 
distortion? 

Mr. FuemMMincG. Before the Senate Banking and Currency Com- 
mittee, I was asked what I meant by ‘‘expeditious action in the event 
of an emergency. 

My reply was that in our judgment, it would be necessary for the 
Congress to enact a freeze law within a period of 10 days, providing 
that it used a base date, which would be proper, and normally which 
would be immediately prior to the time that it started its consideration 
of the legislation. 

Mr. Bourne. Would the events in Korea, in June of 1950, appear 
to you to have been a sharp emergency? 

Mr. Fremminc. Well, it is very easy to look back and to second- 
guess. There is no question about the fact that those events did 
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represent a sharp step-up in the defense mobilization program, and did 
present an emergency situation as far as the economy is concerned, 
Mr. Botuine. And do you remember 
Mr. Fiemminc. I am not sure how I would have looked at it just 
then. Iam sure none of us can be sure of that. 

But looking back now there is no doubt about that. 

Mr. Botuine. And do you remember, within some reasonable limits 
of accuracy, how long it took for what the chairman I think has 
described as the psychological influences, to cause an acute distortion 
in the economy and a rather severe inflation in a number of areas? 

Mr. Fiemminc. Well, it seems to me that there were signs of that 
on the horizon almost immediately after the outbreak of hostilities in 
Korea, and they continued to mount as time went on. 

Mr. Bourne. Is it not true, as a matter of fact, that there were 
two distinct surges of inflation, one in the first 60 days, and one 
subsequent to the entrance into the Korean war of the Chinese 
Communists? 

Mr. Fiemmine. That is right. 

Mr. Bo.irne. Now just for the sake of the record, is it not also 
true that there was no legislation on the statute books that would 
have enabled the President to control the economy by direct means 
at the time of the Korean war? 

Mr. Fiemmina. That is correct. 

Mr. Bouuinea. And is it not also true that the President at that 
time requested a certain type of legislation from the Congress, which 
he asked be enacted immediately, and that at a later date further 
consideration be given to additional measures? 

Mr. Fuemmine. [| think that is correct. 

Mr. Bouurna. I believe that is correct. And is it not further true 
that the Congress did not act within 10 days on the recommendations 
the President initially made, but in controversy on this very point, 
whether indirect or direct controls should be used, or a more direct 
freeze should be applied, did not pass a bill, as I remember, until 
about September? 

Mr. Ftemmine. About 2 months, that is right. However, Mr. 
Congressman, I think we should observe there that that was the 
passage of a rather detailed price and wage control law. I do not 
recall, although I certainly was not intimately connected with it at 
that time, I do not recall a request on the part of the President for 
immediate authority to freeze prices and wages, and it seems to me 
that if he had made that kind of a request, it is conceivable that the 
Congress might have acted more promptly. But again that is a mat- 
ter for the Congress to decide, whether or not you are going to take 
a freeze provision just by itself, and handle that more quickly than 
you could handle a detailed law? 

Mr. Bourne. I suspect we could enter into a long discussion on 
that. As I remember, he asked for, relatively speaking, mild measures 
and it was proposed by Mr. Bernard Baruch to the Congress that a 
straight freeze be put in and the Congress took a relatively dim view 
of both extremes, the mild and the strong one, and engaged in what 
resulted in a rather extensive delaying action. 

Mr. Firemine. That is right. 

Mr. Bouurne. To conclude quickly, it seems to me pretty clear that 
if we do pay any attention to the phrase that past is prologue, it is 
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startling that the administration has no opinion about the ability of 
the Congress to act quickly. 

Mr. Deane. Mr. Chairman. 

The CHarrMan. Mr. Deane. 

Mr. Deane. Mr. Flemming, you mention that the authority to 
condemn be permitted to lapse. 

You are very clear in your views that that provision should be 
eliminated? 

Mr. FunmMinc. Yes, sir; we are, and [ have not run into any dis- 
agreement on that within the executive branch or anywhere else. 

Mr. Deane. Since this authority has been given, has it been used 
at any time? 

Mr. As indicated in my testimony, Congressman, it 
has been used just once, and then only to clear up a clouded title, in 
the entire period that it has been on the books. 

Mr. Deanv. On page 12 of your statement you say that authority 
to assist private enterprise in expansion of productive capacity should 
be extended to June 30, 1955. 

Does vour agency control who receives those loans? 

Mr. FLemMina. Well, the ultimate responsibility does rest with the 
Office of Defense Mobilization. 

Asa practical matter, the authorities have been delegated, of course, 
initialiv to the Defense Production Administration, on certifying as 
to eligibility for the loans, and that agency is now a part of the Office 
of Defense Mobilization, so that that function is with us. 

But the actual lending is normally carried on by the Reconstruction 
Finance Corporation, as an ageni. 

Mr. Deane. Under the proposed legislation, would that same 
procedure be followed? 

Mr. FLemming. Yes, sir, that is our intent. Of course I] am 
conscious of the fact that there is some consideration being given 
now as to the future status of the Reconstruction Finance Corporation, 
and that in turn might have some effect upon what agency we dele- 
gated authority to. 

Mr. Deane. Do you have an opinion as to whether or not REC 
should be continued? 

Mr. Fremmina. I do not. I mean that doesn’t come within the 
realm of our responsibilities. 

Mr. Deane. So far as you know, has there been satisfactory ser- 
vice rendered by the RFC in the administration and making of these 
loans? 

Mr. Fremminc. We have no criticism to make of the way in which 
they have handled this assignment for us. 

Mr. Deane. Do you have available those firms and facilities who 
have received loans? 

Mr. Yes, sir. 

Mr. Deane. Mr. Chairman, for the record, I wonder if it would 
be permissible to ask Dr. Flemming to furnish, for the record, a 
list of those enterprises who have received loans, the amounts of 
the loans, and types of loans, under this authority, which it is recom- 
mended be continued until June 30,1955. 

Mr. will be very happy to produce that. Congress- 
man Deane, I think we do furnish some information along that line 
periodically to this committee and the Joint Committee but we will 
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check and make sure that the full information asked for by you is 


furnished for the record. 
Mr. Deane. Thank you, sir. 
(The information requested above follows:) 


Reconstruction Finance Corporation— Loan authorizations and cance llations, sec. 302 


DPA, Mar. 31, 1953 


FACILITY LOANS INCLUDING MINING LOANS 


{Cents omitted] 


Name and address of borrower 


A. B. A. Tool & Die Co., Inc., Manchester, Conn 
Adamas Carbide Corp., Harrison, N. J 

Advance Control Corp., Buffalo, N. Y 

The Ahrendt Instrument Co., College Park, Md 
Airborne Instruments Laboratory, Inc., Mineola, N.Y 


Eugene K. Gray and John H. Stephens, trading as Aireraft Products Co., 


Clifton Heights, Pa 
Aircraft Tapered Sheets, Inc., Los Angeles, Calif 


R. W. Johnson, doing business as Ajay Screw Machine Products, Anderson, 


Ind 

Algonac Manufaeturing Co., Algonac, Mich 

American Buslines, Inc., Chicago, Ill 

American Helicopter Co., Inc., Manhattan Beach, Calif 

The Andrews- Alderfer Processing Co., Inc., Akron, Ohio 

Antonioli, Peter, Butte, Mont 

Appalachian Mining & Smelting Co., Embreeville, Tenn 

Arctic Block Construction Co., Fairbanks, Alaska 

Arcturus Manufacturing Corp., Venice, Calif 

Aviation Fuel Terminals, Ine., Goldsboro, N.C 

J.W. & Louis M. Calary, trading as Bainbridge Bus Co., Port Deposit, Md 

The Cyril Bath Co., Cleveland, Ohio 

Belock Instrument Corp., College Point, N. Y 

R. P. Bennett Co., Ine., Frederick, Md 

Berea Rubber Co,., Cleveland, Ohio 

The Bethel Corp., Bethel, Maine 

Bjorksten Research Laboratories, Inc., Madison, Wis 

Blue Ridge Transportation Co., Inc., Knoxville, Tenn 

Bonner Machine Works, Ine., El Seguns lo, Calif 

Wm. C. Dugan, doing business as Border Truck Lines, El Paso, Tex 

Boston Electro Steel Casting, Ine., Boston, Mass 

The Bridgeport Safety Emery Wheel Co., Inc., Bridgeport, Conn 

The Brust Beryllium Co., Cleveland, Ohio 

Brush Tool Manufacturing Co., Chicago, Il 

C. L. Bryant Corp., Cleveland, Ohio 

Buehler, Ltd., Chicago, Il 

Butfalo Coal Mining Co., Ine., Anchorage, Aluska 

C. B.S. Steel and Forge, Los Ang eles, C alif 

C. G. 8. Laboratories, Inc., Stamford, Conn 

California Electronic Services Co., Ine., Woodland Hills, Calif 

Canoga Corp., Van Nuys, Calil 

The J. C. Carter Co., Pasadena, Calif 

Case: “f Finishing Co., Ine., Oriskany Falls, N. Y 

Cell-Form Co., Paramount, Calif 

Cromer, Walter M., doing business as Certified Metal Processing Labora 
tories, Los Angeles, Calif 

Champion Canvas Supplies, Inc., St. <a i Mo 

Chatham Electronics Corp., Newark, N. 

Chief Consolidated Mining Co., Salt L a City, Utah 

John P. Glass, trading as Clifton Precision P roducts C o., Clifton Heights, 


Pa 
Cobb and Weldon, Boulder, Colo 
Coleman Engineering Co., Inglewood, Calif 
te: Bh C. Collins, doing business as Collins Engineering Co., Culver City, 


We a - Lange, doing business as Colonial Optical Co., Los Angeles, Calif 
Columbia River Lime Co., Vancouver, Wash_- 

Contra Costa Oil Depot, Martinez, Calif 

Cooper Precision Products, Los Angeles, Calif 

Cripple Creek Coal Co., Fairbanks, Alaska 

Cruver M: snufacturing C o., Chicago, I 

Davis Mining Enterprises, ‘Linden, Wis 

Dayton Precision Manuf: vcturing Co. , Dayton, Ohio 


Doeleam Corp., Newton, Mass 
Drayer- Hanson, Ine., Los Angeles, Calif 
Druge Bros. Manufacturing Co., Oakland, Calif 


Amount 


authorized 


$190, 000 
442, 000 
AO, 000 
00, 000 
GOS, 000 


175, 000 
300, 000 


164, 000 
100, 000 
2,025, 000 
125, 000 
250, 000 
2. 000 
40), O00 
60, 000 
240, 000 
1, O87, 500 
OS, 400 
950, 000 
6.0, 000 

O00 
000 
330 
5, 425 
2H), 205 
135, 500 
S800, 000 
910, OOO 


375, 000 
16, 000 
92, 000 

5, 338 
250, 000 
415, 500 

650, 000 
220, 000 
65, 700 
196, 000 
997, 000 
554, 000 
148, 000 


Amount 
canceled 


$2, 376 
300), 000 


42. 000 


60, 000 


35, 128 
452, 000 
215,000 


43, 000 
3, 500 


400, 000 
6, 500 


375, 000 


65, 700 


997, 000 


| 
5, 
75, 425 
135, 500 
475, 000 
279, 000 
425, 775 
216, 614 
35, 128 
30, 000 
12, 755 
1, 452, 000 1 
415, 000 
$5, OO) 
123, 750 
45, 000 
52, 000 4,751 
USS, 460 2, 500 
120, 000 
400, OOO 
60, 
9 
i 
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Reconstruction Finance ES ae authorizations and cancellations, sec. 302 


DPA, Mar. 81, 1953—Continued 
FACILITY LOANS INCLUDING MINING LOANS—Continued 


Name and address of borrower 


| Amount 
authorized 


Amount 
canceled 


E. ‘ J. Heat Treating & Sandblasting Co., Los Angeles, Calif 
East Coast Aeronautics, Inc., Mount Vernon, N. Y___......._____......._. 
Eastern States Petroleum Co., Inc., Houston, Tex_. 
Electronic Associates, Inc., Long Branch, N.J <a 
Electronic Computer Corp., Brooklyn, N. 
Entwistle, James L., Co., Pawtucket, R. I 
Entwistle, James L., Co., Providence, R. I 
The Fenn Manufacturing Co., Hartford, 
Ferson Optical Co., Ine., Biloxi, Miss_ 
Fontaine Truck Equi ment Co., Inc., Birmingham, 
Foster Freight Lines, Indiana’ dlis, Ind_ 
The Frohman Manufacturing Co., Inc., Miami, Fla 
Garlynn Engineering Co., San Francisco, Calif 
Garner Instrument Co., San Antonio, Tex 
General Development Cor Elkton, Md_. 
Gibbonsville Mining & Exploration Co., Spokane, Wash 
Glove Industries, Inc., Dayton, Ohio 
Green River Steel Corp., Owensboro, Ky 
Halocarbon Products Corp., North Bergen, N. J 
Hammel-Dahl Co., Providence, I 


Hardman Tool & Engineering Co., Los Angeles, Calif 


Hastings Instrument Co., Inc., Hampton, Va 
Hazleton Steel & Tubing Corp., Hazleton, Pa__--- 
Heckett Engineering, Inc., Butler, Pa...__.._____- 
Hewitt Oil Terminal, North Charleston, S. C____- 
Hogan Laboratories, Inc., New York, N. Y 
Homestead Mining Co., Platteville, Wis... 


Hydraulic Research & Manufacturing Co., Burbank, 


Idaho Beryllium & Mica Corp., Caldwell, Idaho- 

Imperial Mining Co., Inc., Poplar Bluff, Mo___._- 
Industrial Heat Treating & Metallurgical Co., Inc. 
G. Philip Stout, trading as Industrial Research La 


Indianapolis, Ind. 
\boratories, Baltimore, Md 
Calif | 


Bill Jack Scientific Instrument Co., Solana Beach, 
Johns Hopkins University, Baltimore, 


Joneo Aircraft Corp., Shawnee, Okla 


KSM Products, Inc., Merchantville, N. J 
a rence J. Keddy, doing business as Keddy Machine Co., Middleton, 
The Kelle x Corp., New York, N. Y 
Kenmore Metals Corp., Jersey City, N. J. 

Kolinski Concrete Co., Milwaukee, Wis 
Laboratory for Electronics, Inc., Boston, Mass 
Lambert Tool Specialties Co., St. Louis, Mo 
ieee Louis, A., doing business as Lambrecht Trucking Co., Sterling, 


Inc., Grand Rapids, “Mich __ 
Ledoux & Co., New York, N. Y- 
Lone Star Steel Co., Dallas, Tex 
Lovequist, Martin, doing business as Lovequist Engineering Co., 

Angeles, Calif 
Lucerne Coke Co., Indiana, Pa- 
Luders Marine Construction Co. , Stamford, Conn 


Lunn Laminates, Inc., Glen Cove, Long Island, N. Y 


Marine Aircraft Corp., Fort Worth, Tex 
Marman Products Co., Inc., Inglewood, Calif 
Marquardt Aircraft C 0. , Van Nuys, Calif 
Mar Vista Engineering cC 0., Los Angeles, Calif 
The W. L. Maxson Corp., New York a <5 
MeGlynn Hays Industries, Inc., Bellev ille, N. J... 
McLean Development Laboratories, Inc., Dallas, Tex. 
Menasco Manufacturing Co., Bur! yank, Calif..." 
Merit Sportswear Co., Boston, Mass. 
Merritt Packing & C rating Service, Denver, Colo.....- SS. 
Miami-Key West Barge Line, Inc., Miami, Fla_- : 
Mid-South Refrigerated W arehouse C o., Memphis, Tenn. -- = 
Mifflin Mining Co., Inc., Mifflin, Wis__. 
Raichel, Theodore T. “ doing business as Modern Design Engineers, Los | 
Angeles Calif_. | 
N. Manufacturing & Engineering Co., Chicago, Il. 
Nat ent Iron Reclaiming Co., Ltd., | 


Birmingham, 
See footnotes at end of table, p. 29. 


, 250, 000 


80, 000 


40, 000 
450), 000 
141, 500 


$90,000 
10, 000 $10, 000 
83, 405 83, 405 
€ 
| 
7. 800, 000 
8, 000, 000 
432, 000 82, 000 
246, 000 | 246, 000 
2, 000. 000 2, 000, 000 
{ 
83, 000 83, 000 
| 300, 000 26, 223 
388, 000 388, 000 
420, 000 185, 000 
1, 438, 500 34, 263 
| 1, 500, 000 1, 500, 000 
29, 300 1, 195 
863, 000 363, 000 
Los 
ae 140, 000 140, 000 
2,200,000 475, 000 
125, 000 125, 000 
| 
417, 400 1, 392 ‘ 
160, 000 160, 000 
28, 700 28, 700 
20, 000 20, 000 
30, 000 
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Reconstruction Finance Copenien rate authorizations and cancellations, sec. 302 


DPA, Mar. 31, 1958—Continued 
FACILITY LOANS INCLUDING MINING LOANS 


Name and address of borrower 


Newman, Levern B, and Austerman, Armin V., 
gings Mining Co., Platteville, Wis 
Nicholas Universal Steamship Co., Detroit, 
Noon, William A., Drummond, Mont 
Northern C onsolidated Airlines, Inc., Anchorage, 


doing business as New Dig- 
Mich. 
Alaska 


Norris, Al, doing business as Al Norris Trucking Cc ontractor, P ost, ae wi 
Owen M: inufacturing, Inc., Litehfield, Il 

Pacifie Electric Contractors, Inc., Anchorage, Alaska. 

Pacific Marine Terminal Co., San Francisco, Calif 

James F. Black, doing business as Parkville Trucking Co., Baltimore, Md_- 


C. Peacock Machine Co., Los Angeles, Calif_- 
Ben Pearson, Inc., Pine Bluff, 
Piasecki Helicopter C orp., Morton, Pa... 
Piquette Mining Co., Platteville, Wis 
Powers Manufacturing Co., Longview, Tex- 
N. Ransohoflf, Ine. -C incinnati, Ohio_- 
Rehnberg-Jacobson Manufac ‘turing Co., , Ine., Rockford, __- 
Rezolin, Ine., Los les, Calif 
Riveo, Inec., Downey, Calif 
Riverside Foundry, Inc., Bettendorf, “Towa 
Robb Manufacturing Co., Ine., P ittsburgh, = 3 
Roller Bearing Co. of Amerie: a, Trenton, N. J....... 
Ross, John, Custer, 8. Dak safe 
San Manuel Copper Corp., ‘Superior, Ariz. 
Sargent Engineering Corp., Huntington Park, “Calif.- 
Schweizer Aircraft Corp., Elmira, N. Y 
Schwien Engineering Co., Los Ange les, Cz 
Secon Metals Corp., New York, 
Shelton Mining Co., Inc., Joplin, Mo 
Sierra Engineering Co., Inc., Sierra Madre, C 
Slagle Beryllium Co., Hay erton, Pa cee 
Sossner Tap & Tool Corp., New York, N. Y- eekbeee 
South Gate Aluminum & Magnesium C 0., South Gate, Calif_. 
Southern States Oil Co., Jacksonville, Fla’ 
Southland Oil Corp., Savannah, Ga 


, Syosset, N 


Specialties, Inc., 
Hillside, 


Spencer Wire C orp., 


N.J__ 
ane ard Cable Corp., Chic kK: asha, Okla 


Standard Steel Corp., ‘Los Angeles, “Calif. 
Standard-Thomson Corp., Dayton, Ohio 
Stanford Research Institute, Stanford, Calif 
Steuart, L. P. & Bro., Ine., Washington, D.C 
Lock Nut & Machine ry Corp., Easton, 
T. Motor Freight Lines, Inc., Houston, 
Teleilex, Inc., Philadelphia, Pa_. 
Tennessee Central Railway Co., 
Thiokol Corp., Trenton, N. J 
Thompson Trailer Corp., Alexandria, Va 
Truck Body & Equipment, Inc., St. Louis, Mo 

Trumbull Bearings, Inc., Hartford, Conn ae 

Tubular Micrometer Co., St. James, Minn = 
Tungstar Corp and Hanging Valley Tungsten Mines, Holly wood, COR ous 
Tungsten Mining & Milling Co., Spokane, Wash Sad 
Tyson Bearing Corp, Massillon, Ohio 


Nashville, Tenn 


United States Wire & Cable Corp., New: irk, N. J- 
Varian Associates, San Carlos, C alif 
Vitro Chemical Co., Salt Lake City, Utah 


Massari Bros. Machine Co., trading as Wadell E quipment C vical Gar- 
wood, J 

Waltham Horological C orp., 

Warner Machine Products, 


Waltham, 


Ine Muncie, Ind 


Ww eba, Ine., Queens Village, N. Y = 
“he 8. K. W ellman Co., C le ‘veland, Ohio... 
Ww estoil Richmond Terminals Co., Ric hmond, Yalif 


White Pine Copper Co.. White Pine, Mich ; 
Whittaker, Wm, R., Ltd., Los Angeles, Calif __- : : = 
Wien Aloska Airlines, Inc., Fairbanks, Alaska aa 
Worth Manufacturing Co., Los Angeles, Calif 


08—5 


3 


| 86, 970 


— 300, 000 | 


| 

-| 300, 000 
| 


| 449, 526 


Continued 


Amount 
authorized 


$54, 000 
4, 944, 973 
60, 000 | 


53, 47 0 
293, 000 
» 435, 000 


264. 000 
420, 000 
| , 800, 000 | 
| 144, 000 
| 


920, 000 
338, 000 
500, 000 
250, 000 
95, 000 
} 115, 000 
615, 000 


350, 000 
44, 545 
, 000, 000 
1, 000, 000 
£0, 000 


| 398, 500 


| 305, 000 
85, 000 
120, 000 
66, 029 
150, 000 
110, 000 
255, 000 
677, 000 | 


at 30, 000 


300, 000 
549, 730 
, 700, 000 
200, 000 
200, 000 
, 809, 606, 

27, 025 


000, 000 


NS 


S10, 000 
349, 000 
200, 000 


249, 800 
900, 000 
555, 000 
5, OOO 
459, 000 
112, 000 

75, 000 

50), 000 
, 275, 000 
275, 000 
520, 000 


850, 000 


| 300, 000 
Mass 


285, 000 
225, 000 
| 110, 000 
3, 800, 000 


57, 185, 000 
1, 428, 000 | 


311, 162, 039° 


Amount 
canceled 


"$4. 944, 973 
7, 162 
1, 435, 000 


91, 000 
135, 000 
250, 000 
15, 000 


630, 000 


20, 000 
150, 000 
110, 000 


300, 000 


19, 479 
160, 000 
8, 866 


25, 000 


300, 000 


170, 000 


| 
| 50, 000 
948, 319 
27, 025 
900, 000 
"75, 000 
| | 
000 
150. 000 Ae 150, 000 
— 38, 204, 894 
337 
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Reconstruction Finance Corporation—Loan authorizations and cancellations, sec. 302 


PA, Mar. 31, 1953—Continued 
WORKING CAPITAL LOANS 


Amount Amount 
Name and address of borrower authorized canceled 
Accurite Machine Products Corp., Johnson City, Tenn $30, 000 exe 
Ace Welding Service, Inc., Saugus, Mass 175, 000 $175, 000 
American Generstor & Armature Co., Chicago, } 225, 000 225, 000 
American Machinery Corp., Orlando, Fla. ____- | 
imenen Woodworking Co., W est Haven, Conn.______---_- 66, 000 66, 000 
Amertronte, Inc., Washington, D.C 16, 500 
AtIontic X-Ray Co., Inc., Boston, Mass. - 70,000 
Bassett, Rex, Inc., Fort Lauderd: le, Fla 
Benson-Lehner Corp., Los Angeles, 187, 000 x 
Bowlby, R. S. and West, R. E., doing business as R. 
Burton-Rodgers, Inc., Cincinnati, Ohio... ih 100, 000 
Carlstrom Pressed Metal Co., Westboro, Mass 155,000 |__. 
Edward L. Beaudry, Jr., tre ading hase Resistor Co., Morristown, 20, 000 | 
Chattanooga W elding & Machine Co., Inc., C hattanooga, ae } 400, 000 
Communications Co., Inc., Coral | 90, 000. | 
Consolidated Industries, Inc., 732, 600 | 
Control Electronics Co., Inc., Huntington Station, Long meena | 23, 000 
Cosmo Engineering Labor: itories, Inc., | 135, 000 
Couse Manufacturing, Inc., Newark, N. J_......-.-.....-.-.-------.-------- 1, 275, 000 
Curran, Frank J. Co., Downers | 250, 000 
Dankin Manufacturing Co., “Chicago, Ill 100, 000 
The Davies Laboratories, Inc., Riverdale, Md 20, 000 


Dockendortf & Co., Inc., Bridgeport, Conn 


Dun-Mar Engineering Corp., Pittsburgh, Pa 75, 000 
Eastern Woodworks, Inc., Baltimore, Md 75, 000 
Electric Service Engineering Co., Joliet, Il]._._.____- 650, 000 
Entwistle, James L. Co., Providence, R. L_- ; 200, 000 
Fenn Manufacturing Co., Hartford, Conn................................--- 1, 100, 000 
Fitzgerald Engineering Co., Inc., Coral Gables, 18, 000 
Fuse Indicator Corp., Rockville, 24, 273 
Gemco Engineering & M: anufacturing Co., Inc., Glendale, Ohio___________-- 125, 000 | 
Greyhound A, C, Are Welder C Brooklyn, 50, 000 
Hansen Manufacturing Co., Lynn, Mass 30, 000 


Harvey- Ww hipple, Inc., Springfield, 500, 000 
Hayward Woolen Co., East Douglas, Mass 
Hazleton Engineering’ Co., St. Louis, Mo 
Hec\ethorn M: mnufacturing & Supply Co., 


Bett Associstes, Inc., Englewood, N. 10, 000 
Horle Arms Co., The, Deep River, Conn. 47, 640 

Hosdreg Co., Inc., Deming, 200, 000 
Hunt, Wm. J., trading as Wm, J. Hunt Mfg. Co., Baltimore, ee es 50, 000 


Associ: tes of C: lifornia, Santa Monica, “Calif. 

-Crowder Co.,, Ine., Birmingham, Ala 


Jonco Aircraft Co,, Shawnee, 


King Laboratory, Inc., Salt Lake City, Utah 
Leavitt Machine Co., The, Orange, Mass 
Lectro Speed Co., Portlond, Oreg 

Lenard Co., Inc., he, Cambridge, Moss... 
Lester Associates, H2stings-on-Hudson, N. 
Lorain Automatic Screw Mechine Co., Inc., The, Lorain, Ohio 
Lucadian Cartographers, Philadelphia, Pa 
Machine Craft, Inc., Marietta, Pa 

The Glen L. Martin Co., Baltimore, Md __ 


McGrath & Co., Stillwater, Minn. 


McLean Iron Works, Inc., Palatka, Fla______- 
Microtone Co., Inc., The, St. Paul, Minn._._...__.___.-_..--.--.----- 
Model Encvineering & Manufacturing, Inc., Huntington, Ind 
Modern Metal Crafts Co., Ine., Phil delphia, Pa 

G. O. Noville & Associates, Inc, Los Calif. . 

Osbelt Lumber & Tie Corp., Richmond, Va 


1 Gross, 
RFC, 


| 
50, 000 
| 
| 
67, 000 14, 108 
da 
9 12, 000, 000 12, 000, 000 
ei 120, 000 120, 090 
nice 40, 000 40, 000 
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Reconstruction Finance Corporation—Loan authorizations and cancellations, sec. 302 


| | 
Name and address of borrower | a — 
| 
| | 
Otterbein, John A., doing business as J. A. Otterbein, Middletown, Conn___} $150. 000 | $150, 000 
Peoria Consolidated Manufscturers, Peoria, Il 
Photoswitch, Ine., Cambridge, Mass 1, 500, 000 
Polan Industries (a copartnership), Huntington, W. Va 250, 000 250, 000 
Nielsen, Gilbert, —_ business as Precision Instrument & Model Co., | 
Yarnell, Carl! F. business as Reed-Sh: arp Co., Knoxville, 
Reinforced Plastics Corp., Vineyard Haven, Mass { os > 
Reinholdt & Lewis, Inc., Salem, Oreg 
| Remler Co., Ltd., San Francisco, Calif “Ee 1,000, 000 
J. W. Rex Co., Dansdale, Pa 458, 350 4 
D. M. Rose & Co., Knoxville, Tenn 165, 000 
Z Shearer, W. E. and Wood, W. E., doing business at Shearer Electric Manu- | 
facturing Co., Little Rock, Ark 85, 000 
Sherman Reilly, Inc., Chattanooga, Tenn 
Sherwood Tool, Inc., Kensington, Conn 25, 000 a 
Sketchbook Film Productions, North Hollywood, Calif Cane 35, 000 
Snocraft, Inc., Norway, Maine 65, 000 : 
Southern Products Co., Inc., Birmingham, Ala 20, 000 8, 622 
Do ; 73, 650 19, 026 
Specialties, Inc., Syosset, N.Y ‘ 1, 120, 000 
Speedcon M: wcturing Co., Boston, Mass 47, 500 
Speer, Richard A., doing busine: ss as Speer Cartridge Works, Lewiston, Idaho 50, 000 
Standard Manufacturing Co. Ine., Mount 6 N.C 70, 000 
Superior Instrument Co., Rochelle Park, N. | Saas 
Twiss, J.C. & W. A., doing business as T & T Sei iates, Little Rock, Ark. 5, 000 
Technical Products Co., of Austin, Austin, Tex ‘a 150, 000 
Tempel Manulacturing Co., Chicago, 268, 000 268, 000 
Tennessee Aircraft, Inc., Nashville, Tenn { 
250 600 
Tycoon Tackle, Inc., Miami, Fla | 180, GOO 30, 000 
Tycoon Tackle, Inc., Miami Springs, Fla O08 
U.S. Metal Products Company, Ine . Brooklyn, N.Y. 50, 000 50, 000 
Emory Loyd Dell, Junior, — business as Waycross Machine 2 Shop. | Way- } 
F. A. Whitney C arri: awe Cc ‘Leomi: nster, ASS... 641, 250 | 641, 250 
Wire Corp. (formerly Spencer r Wire Co.) W orcester, | 225, 000 | 
—— 


AGRICULTURE LOANS 


° Grain Products, Inc., Dodge City, Kans 


Shea Chemical Corp., West Chelmsford, 
The Winter Garden Freezer Co., Inc., Bells, Te 


$52, 621, 123 


1 Gross, 
2RFC, 


|_| 

| 
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Sec. 302 loans established to May 22, 1953 


No. Country Borrower Amount 
Kilembe Mines, Ltd 7, 500, 000 
Brazil_.__-. | Industria e Comercio de Minerios, 15, 000, 000 
DP-5.......--.-----| Northern Rhode- | Baluba Mines, Ltd. --.--.-.-...--.--------------- 2 21, 000, 000 

sia. 
Rhodesia Congo Border Power Corp., 22, 400, 000 
Campbell Chibougamau Mines, 5, 500, 000 


! Of whieh $141,605 canceled Dee, 31, 1952. 
2 Wholly canceled Apr. 24, 1953. 


Mr. Hays. Mr. Chairman. 

The Cuarrman. Mr. Hays. 

Mr. Hays. You speak frequently, Dr. Flemming, of a serious emer- 
gency, or that you foresee that a serious emergency might arise. You 
don’t consider the present times to be a serious emergency period, do 
you? 

Mr. Fuemminea. We certainly do, and in the early part of my testi- 
mony, Congressman Hays, I endeavored to indicate that we do feel 
that that is the case. 

On certain parts of the Defense Production Act, we feel that, for 
example, as a result of the expansion of our resources, and so op, that 
certain types of emergency situations that existed a year ago or 18 
months ago, do not exist now, in the economy, but as far as our overall 
picture is concerned, and as far as the international situation is con- 
cerned, we do regard it as serious. 

Mr. Hays. Do you agree with the rather, I thought, adequate 
argument that the Chairman made against inclusion of this so-called 
Byrd amendment? Do you agree with his conclusions on that? 

Mr. Fiemmine. I think I have already indicated, Congressman Hays, 
we do not feel that section 16 is a section that in its present form could 
be administered effectively if authority to put it into effect were 
given to the executive branch. 

We feel that it should be amended in the way in which I indicate, 
if it is to remain in the bill, and if it is to constitute a basis for action 
at some point in the future when the Congress passes a concurrent 
resolution, or when there is a declaration of war. 

Mr. Hays. Would you think that that argument, then, could be 
just used against the whole bill, and say we don’t need any controls 
of any kind? 

Mr. Fiemmina. No, for the reasons, Mr. Congressman, that I have 
tried to detail, in my detailed testimony, we feel that there are a good 
many sections of the act that are very much needed, if we are really 
going to build a strong and effective mobilization base. 

Mr. Hays. How much do you think the Office of Defense Mobiliza- 
tion has slowed down the procurement of war materiel? 

Mr. Fiemuine. I would hope that instead of slowing it down in the 
period of the past 2 vears it had expedited it, but I appreciate the fact 
that things may have happened 


Mr. Hays. It is another agency that has to go over it, and pass on 
it and say ves or no, isn’t it? First the military passes it around for 
2 or 3 months. 
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Now I am talking specifically about one thing, shells. They decide 
to procure shells. They pass it all around, and they decide on a 
certain type. 

Then they hand out a contract. 

Then some colonel out in some division decides that should be split 
up. Where does your agency get in on it then? 

Mr. Ftemmina. On the kind of procedure you are talking about, 
Mr. Congressman, our agency is not in on it, and in all the testimony 
taken relative to that particular matter, | don’t think there was any 
reference to the role of our agency. 

Mr. Hays. There may not have been but the point I am trying to 
make is that vour ageney—and I don’t hold you responsible for what 
happened when you weren't at the head of it——but the Office of Defense 
Mobilization is supposed to iron out those things, and hurry them up, 
and make the steel, or whatever it is, available to the right people. 

Yet I have had people in my office—you know that I represent a 
steel-making district—who say that down at Defense Mobilization it 
took them an extra 60 days to get the thing they should have gotten 
in 1 day, and they ultimately got it but they were delayed that much. 

Mr. Fiemuina. Mr. Congressman, | can assure you that I would 
be more than happy, in the future, at any time, for you to present a 
case to me where it is alleged that that kind of delay has taken place, 
and that the Office of Mobilization has been responsible for it, because 
I can assure you that it is our desire not to delay, but to be an agency 
that in the name of the President, and as the right arm of the President, 
helps to expedite the defense production program, and if any proce- 
dures have crept in that are moving in the other direction, | would 
certainly want to have them called to my attention and | can assure 
you that we will do something about it. 

Mr. Hays. The thing | am getting at, very briefly, is first that we 
hear that there is an emergency, when certain axes are being ground, 
and, on the other hand, there is no emergency. 

[ happen to hold the view that a year from now you won’t be 
worrving about allocating materials, but will be worrying about 
how vou are going to put people to work. 

In fact I think that barring all-out war that there is very little 
doubt about it, and I just wonder, in view of that, whether all these 
elaborate agencies are necessary, or whether they couldn’t well be, 
some of them, dispensed with. 

Mr. Fiemmina. In my direct testimony I tried to point up the 
fact that the whole policy of this administration is to cut down on 
the number of agencies in the area, to simplify the operations and to 
get along with fewer employees. 

For example, the Office of Defense Mobilization, as it will be 
constituted if the Congress approves reorganization plan No. 3, 
will have responsibility for the type of activity that it has had res- 
sponsibility for during the past two vears, will handle all of the 
statutory responsibilities of the former National Security Resources 
Board, and will handle the stockpiling responsibilities of the Munitions 
Board, and I think that an analysis of the employment figures in the 
emergency agencies will indicate that over the period of the past 
few months, there has been a very sharp decline in employment, and 
that that decline is continuing. 
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And I can assure you that we are going to get them down to a 
rock-bottom basis. 

2 Mr. Hays. In other words, you are going to continue to cut them 
own? 

Mr. Fiemmine. That is correct, and we will get them down to a 
basis where we will have enough people to help the President, from a 
staff point of view, do the kind of job that should be done to build 
our defense program up to the plateau to which it ought to be built, 
and then to keep it there, and at the same time to identify the deficien- 
cies in the mobilization base and make appropriate recommendations 
for filling in those deficiencies. 

Mr. Hays. That is all, Mr. Chairman. 

Mr. Hrestanp. Mr. Chairman. 

The Cuarrman. Mr. Hiestand. 

Mr. Hirstanp. Dr. Flemming, we have been discussing controls 
and their effectiveness. In the last 4 months the administration has 
eliminated a vast number of controls. 

Has vour agency had any reason to regret the elimination of any of 
those controls? 

Mr. Fiemrina. It has not. 

Mr. Merritt. Mr. Chairman. 

The Cuarrman. Mr. Merrill. 

Mr. Merrity. Dr. Flemming, in talking about the price rises that 
occurred after the Korean war, isn’t it true that a lot of those price 
rises that occurred before controls were actually put on came as the 
direct result of the fear that price control was going to be imposed 
tomorrow or the next day, in the period after the power to impose 
controls had been enacted by Congress and before the President had 
actually gotten around to imposing controls? 

Mr. Fiemmina. Undoubtedly a good many price increases took 
place during that period and I suspect the motivation in a good many 
instances was that, “Well, if I don’t get them up now, there is apt to 
be a ceiling imposed and therefore I better get them up.”’ 

Mr. Hays. Isn’t that the basic motivation for price rises in any 
instance, in case of emergency, the fear that somebody is going to slap 
a ceiling on, whether it be the President or the Congress? 

Mr. Merritu. No. 

Mr. Hays. You don’t think that has anything to do with it? 

Mr. Merriiyu. Oh, yes. In an emergency of course, the prices rise 
as demand increases for that product in relation to supply, but where 
there is a possibility that there is going to be the imposition of a con- 
trol that will freeze prices at a particuiar point, that is an additional 
factor that probably drives prices higher faster than even the normal 
laws of supply and demand. 

Mr. Hays. Yes, sir; I agree with your conclusion, but I would like 
to point out that in our past history of applying freezes, that that is 
going to be in the back of everybody’s mind. lam not arguing that we 

ive it to the President or not. But people are going to think that. 

hether they think that Congress does it, or that the President does 

it, if we get into an all-out war, I think we would have an accelerated 
price rise immediately. 

Mr. Merrit. I agree with you. I didn’t say that was the only 
cause. 


Mr. Hays. I know you didn’t. I am giving my viewpoint. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 33 


Mr. Merritu. I am not talking about after a war starts. I was 
raising the question of whether or not the existence of a power to im- 
pose controls without warning, upon our economy, would not do two 
things—one, encourage the rising of prices in certain situations, and 
on the other hand, discourage the cutting of prices in another situation, 
simply because they didn’t know when they might be caught with the 
price schedule they now had, and therefore would be very reluctant to 
drop them. That it would actually interfere with the thing we are 
trying to do and that is get the lowest possible price consistent with a 
stable economy. 

Mr. FLemina. It might have that effect. 

Mr. GamBte (presiding). In other words, you feel that if you have 
a standby control such as in the Senate bill, the result could be that 
merchants would not reduce their prices for fear they would be 
caught in a squeeze? Is that your point, Mr. Merrill? 

Mr. Merritu. I think a possibility of imposition of controls without 
warning will always cause merchants not to cut prices to meet compe- 
tition because they might be caught with those prices when a freeze 
goes on, and that would discourage the thing we are trying to get, 
which is a lowering of the price structure consistent with a stable 
economy. I think there is no question about that. 

Mr. Mutrer. Mr. Chairman, | would like to know whether Dr. 
Flemming goes along with that statement. 

Mr. Gamsuez. That is the question | was just going to ask. This 
is just colloquy up here. Have you any opinion that would help us in 
clearing up this situation? 

Mr. Fiemnina. I think, Mr. Chairman, that I have stated our views 
on it. We definitely feel that for those, and for other reasons, that it 
would not be wise for the Congress to enact, at this time, a detailed 
standby control law. 

Mr. GAMBLE. I don’t think it is possible to do it and have a sensible 
law. 

Mr. Fiemmina. That was the point of my testimony. 

Mr. Gamste. It might be harder to get rid of some of the things in 
that law that didn’t work than to write a new law. 

Mr. Fiemmina. That is the position we took before the Senate 
Banking Committee. We were opposed to a detailed standby control 
law. 

As far as the 90-day freeze is concerned, I think I have stated our 
position on that a number of times, and in our judgment that depends 
on the judgment of Congress as to whether or not it could move 
rapidly enough in the event of an emergency to give us a freeze law. 

Mr. Gampuie. No one has spoken about Senator Capehart’s fear 
that we might all be wiped out by an atomic bomb and not be here to 
authorize a freeze. I hope that doesn’t happen. 

Mr. Muvrer. Mr. Chairman. 

Mr. Mr. Multer. 

Mr. Mutter. Mr. Flemming, I hope you will throw aside all 
modesty and not feel that you are going to in any way offend any 
Member of Congress if you give us your opinion, the administration’s 
opinion, on whether or not the executive department can get, 
romptly enough, from the Congress, standby freeze authority, or 
reeze authority if and when the emergency is upon us? 
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Mr. Fiemmina. Mr. Congressman, it has been our position that the 
Congress is in a far better position to exercise judgment on that matter 
than the executive branch. 

Mr. Meurer. Did you read the testimony before the Senate, 
given by Mr. Baruch? 

wai FLemina. Yes, sir. Not in detail, but I did read many 
articles. 

Mr. Mvtrer. Did you read my statement which immediately 
followed his before the Senate Committee? 

Mr. Fiemmrinea. I did not have that opportunity, Mr. Congressman. 

Mr. Muurer. Let me say to you that on page 19 we summarize his 
views and my views in this respect. You state that you believe that 
the Federal Government—I think you there mean the executive 
department of the Federal Government—must keep itself in position 
to act promptly and effectively in an emergency situation. 

Mr. FLemmine. When I used the word Federal Government, I 
meant both the executive and legislative branches. 

Mr. Mu rer. There you and | and you and Mr. Baruch differ very 
sharply, because we feel very strongly that if you are going to wait 
upon the Congress to act in the event of an emergency, you will 
have the same situation that we had after Pearl Harbor. Pearl 
Harbor was December 7, and it was the spring of next year before 
we had any control legislation. 

Mr. Merrrity. Will the gentleman yield? 

Mr. Mv rer. Yes, sir. 

Mr. Merritt. Does the gentleman remember to the period of 
100 days after President Roosevelt went into power, when this 
Congress enacted one law after another without any 30-day delay? 

Mr. Bouturne. Will the gentleman yield? 

Mr. Muurer. I yield. 

Mr. Bouuina. Is the gentleman familiar with the last 120 days? 

Mr. Muurer. Before we get into the last 120 days, let’s go back to 
that hundred days. 

I repeat, and the record of Congress will show, wasn’t it until the 
spring of the year after Pearl Harbor that we got control legislation 
on the statute books of the Nation, and started to try to control 
inflation, just as immediately after Korea, it took from the onslaught 
in Korea until September of that year, before we got any control 
legislation on the books, and then the control legislation was an 
instruction to the President to try voluntary controls first, and to ask 
the industry and businessmen of the country to go easy, take it easy, 
to please do this, and then, the following January and February, 
when they wouldn’t do it, when everybody was jumping the gun and 
trying to get in ahead pushing prices as high as possible, then we tried 
to control inflation. 

That is precisely what will happen again. 

Mr. Merritt. Won’t the gentleman admit that in those periods, 
the country had to be sold on the idea that controls were necessary? 
It was a new idea, the idea of direct controls. Will the gentleman 
not admit 

Mr. Murer. May I answer that by telling you that all political 
history indicates you cannot educate the masses as to what they need 
in an emergency. You have got to step in and act for them. 
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Mr. Merritt. Won’t the gentleman admit to this fact, that the 
American people at the present time recognize, in the manner in 
which they didn’t recognize before, that when these war emergencies 
occur, that direct controls are necessary, so that the thing that the 
gentleman talked about at the beginning of World War II, is not 
pertinent now in light of the present attitude of the American people? 

Mr. Mutrer. I think the American people today know that 
whether it is a war or just an emergency outside of war, whether 
it be a cold war, hot war, or anything, you do have to do something 
to protect the economy of this country, and we are not doing it in 
this Congress. 

Mr. Hays. Will you yield? 

Mr. Mutter. Yes, sir. 

Mr. Hays. This question of these hundred days fascinates me. 
Do you think we might agree that the difference in the 200-day 
periods is the difference in the persuasive ability of the occupant 
down at the other end of the avenue to try to get through Congress 
what he wants? 

Mr. Mutrer. Let’s try to keep the hearing on a factual basis and 
not get too political. May I continue with the witness for a moment? 

You then follow in your statement by saying, and I don’t think 
anybody can disagree with this statement, | think everybody who 
has testified before the Senate committee, and who will testify, would 
also agree with your statement. You say in substance, failure to 
profit from the experiences of World War I and World War II, and 
the war in Korea, would be unpardonable, particularly with reference 
to dealing with inflation and combating it. 

There is no doubt about that, is that right? 

Mr. Fiemmine. That is right. That is my statement. 

Mr. Mutrer. And with this also I think everybody will agree: 
If we are to avoid mistakes and delays of the past, we must develop 
plans before we are in an emergency. We all hope that we may 
never have to put these plans into operation but we must not fail to 
have them ready. I think everybody will agree with that. 

Here is where the divergence of opinion comes in. 

Then you go on to say that what we are going to do is set up a plan- 
ning commission or board, to set up these plans, and when the emer- 
gency is upon us, then you recommend that that committee come in 
and submit the plans to the Congress. 

And I say to you that unless you enact a standby freeze law which 
will give the President the right to act when the emergency is upon us, 
without coming to the Congress, we are going to be in the same 
trouble we were in after World War I, and World War II, and after 
Korea. 

Let me say this: Do you know of a single instance when we were 
able to roll any prices back since Korea? It was impossible. Once 
the price goes up, you just can’t do it. 

r. FLemmrna. That is right. 

Mr. Mutter. The pressure is upon the Congress and the adminis- 
tration, and is so tremendous that you just can’t roll prices back, isn’t 
that so? 

Mr. Fiemmine. I certainly don’t know of any instance where it 
has happened since Korea, I agree with you there. 
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Mr. Mutter. And J don’t think anybody can name an instance 
when you can roll prices back when they have gone up. You have to 
let everybody else accommodate itself upward, if we are in an emer- 
gency, whether war or short of war. 

If that is so, the day you come to this Congress with your plans for 
price control or whatever kind of control you want, direct or indirect 
control, that day, the prices throughout the country will begin to rise, 
and they will continue to rise until we do put the law into effect, 
which will give the President or somebody the authority to freeze and 
so stop rising prices, isn’t that so? 

Mr. FLeminc. Mr. Congressman, we do feel, though I appreciate 
your comments as far as what has happened since Korea, that in the 
enactment of a freeze law, the Congress could—provided it could 
do it within a period of about 10 days—could use a base date, which 
would precede the actual beginning of that discussion, on the part of 
oa er on the basis of recommendations made by the executive 

ranch. 

I appreciate the pressures that the Congress would be under not 
to use that kind of a base date. But nevertheless, we do feel that it 
could be used, and we feel that it is altogether possible that the 
Congress would utilize it. 

Might I say this, Mr. Congressman: I appreciate your point of 
view in urging a detailed standby control law, and I appreciate the 
fact that as far as past history is concerned, it is not very encouraging, 
in terms of prompt action in this particular area. 

We do feel, however, that if we develop the kind of a planning 

rogram which I have outlined—and it goes a little bit beyond the 
idea of the executive branch just developing plans in a vacuum by 
itself and then when the emergency arises, coming up to the Congress 
and saying, ‘“Take it’’—we have in mind and we feel it is feasible and 
practicable to develop working relationships with the staffs and with 
the members of the committees that would have responsibility for 
considering this legislation, so that we are reasonably sure of the 
fact that there is a real honest-to-goodness meeting of the minds on 
the part of the leaders in both Houses, both the House and Senate, 
so that we could get quick and expeditious action. 

And we feel that that kind of a law would be a far more practical 
and realistic approach to the handling of the problem that existed at 
that time, than would be a law which might be enacted today, and 
might not become effective for a year or 2 years or 3, or an even longer 
period of time. 

That is the difference of opinion as between us and the opinion that 
you have just expressed. 

Mr. Mutrer. There isn’t any doubt that it is possible for Congress, 
at any time, to be called back into session on 1 day’s notice, or if in 
session to 1 day’s notice to enact control legislation and an across-the- 
board freeze. It is possible. But it is not likely. And I think we 
have to go by the experience we have had within our lifetime, three 
times, when it didn’t happen, and I think you have to bear this in mind: 
Those who say if you are going to put a standby freeze on the books 
now to use sometime in the future, that that is going to cause prices to 
go up, then they are ignoring what is happening right now and what 

go ger) three times during our history, since 1914. 

Ir. Merri. Will you yield? 
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Mr. Mutter. In a moment. 

Because you must admit—and if I am wrong, correct me—that three 
times, since 1914, a Congress considered control legislation in emer- 
gency periods, and during the consideration, which went on for days, 
if not months, prices kept going up all the time, while now, while we 
are talking and have been talking for months now, about a standby 
freeze control to be used in the future, prices have been going down. 

So putting a standby freeze control bill on the books now, will not 
cause prices to go up, because they have been going down. And 
nobody is raising his prices because this standby control may be put 
on the books. 

While the minute you start talking about doing something now, in 
the emergency, prices start shooting up. That is our past history, 
how anybody can look at the future and say it is going to be different, 
I don’t know. I say they are flirting with the economy of the country 
very dangerously and putting the country in a very bad spot. 

Now I yield. 

Mr. Fiemmina. Could I just comment, Mr. Congressman? 

Mr. Mutrer. Please do. 

Mr. Ftemmina. My feeling is, contrasting the present with the 
past, that we have not, before, put our minds to the development of a 
detailed plan for handling this situation in the manner in which I 
have outlined, and as far as quick and expeditious action is concerned 
at the time of an emergency—and I am talking now about a detailed 
standby control law—it seems to me that two things will operate in 
favor of much more rapid and much more expeditious action: One 
if the program that I have outlined here is carried through, we w ill 
have a plan on which there is substantial agreement. We won’t have 
to start from scratch in developing that plan. 

Second, I have faith enough in our fellow humans to believe that 
we learn by experience. 

Mr. Murer. Apparently we are not. You overlook this very im- 
portant bit of experience. That all the plans you and the rest of the 
executive department may develop, still must be sold to the Congress 
when you want to enact them into law and it will take weeks if not 
months to do it. 

Mr. Merritt. Does the gentleman remember hearing Dr. Flem- 
ming testify, right now, that if the standby freeze order, which the 
Senate has passed, did become law, and if that is the freeze order we 
were operating under when an emergency came into being, Dr. 
Flemming has testified that in the light of their present experience, 
that that standby freeve order would have to be amended by new 
legislation before ‘the thing would be workable. 

Now, that is the doc tor’s testimony, that in the light of present 
circumstances, they already know of one exception to the standby 
freeze order that must be enacted into law by the normal process 
before the freeze order would work, and let me ask you this: Isn’t it 
entirely possible, and probable, that in the light of future experience, 
and future developments, that will come in the next 2 or 3 years, that 
a year from now, or 2 years from now, when the standby freeze order 
that we now enact is put into effect, there might not be just 1 exception, 
but 2 or 3 other exceptions that would have to be enacted into law 
before the freeze order could be put into effect and do good and not 
harm to the mobilization program? Isn’t that some agrument for 
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waiting to draft the freeze order in the light of the circumstances 
rather than drafting it now, when we already know that there is one 
exception to it that would make the fresent freeze order not a help 
but a hindrance to mobilization? 

Mr. Murer. Mr. Merrill, it is some argument, but I believe it is 
not a sound argument. It is the same argument as you would have 
to apply when you talk about locking the stable door after the horse 
is stolen. 

If what he says is sound, and if what you say is sound, then the 
thing to do is to put this standby freeze authority to the books now, 
and as this committee develops its plans and finds the exceptions, 
write the exceptions in as you come across them. Don’t wait for the 
emergency to tell us what the exceptions are, but as his commission 
develops them, or as his department develops them, for him to come to 
us and tell us about them and we will put them in. 

Mr. Merritt. Do you mean we should be amending the standby 
freeze order every 2 months in Congress? 

Mr. Murer. As often as it may become necessary, as it may appear 
there is an exception we have overlooked. But get the standby 
authority on the books now. It is too late when the emergency 
occurs. 

Mr. Merritt. Then the gentleman recognizes that enacting it 
now doesn’t settle the problem but we would have to reenact new 
legislation every 2 or 3 months. 

Mr. Mutter. We are living in a world changing every day. We 
can foresee certain thingsein the light of the past and as those things 
may change, I suggest we make the change to meet changed circum- 
stances. But let’s get ready. 

Here is the complete answer to what you say. We are developing 
atomic weapons every day. We haven’t thrown the old ones away 
yet. We are still building the old ones, because if war came upon 
us tomorrow we would have to use what we have, and in the light 
of changed circumstances as war develops, we will make changes in 
those weapons. This is a weapon to keep our economy sound, and 
as these changes occur, let’s change the weapons. 

Mr. Gamsue. I wonder if we can’t go on with the questioning of 
the witness and let this debate be reserved for executive session. 

Mr. Widnall has a question. Are you through, Mr. Multer? 

Mr. Mutter. Unless someone else wants to ask a question of me, 
IT am through. You see, Mr. Chairman, I am in the dual capacity 
of a Member of Congress and witness in support of my standby freeze 
control bill. 

Mr. Gambier. Mr. Widnall. 

Mr. Wipnatt. I would just like to make this statement as a prefa- 
tory remark. It seems to me some of the members of this committee 
are so used to being rubberstamps for the Executive that they just 
don’t want to write bills and would rather have them sent down here 
from the White House for our approval. 

I have confidence that we now have a Chief Executive who can 
tell the difference between a police action and a war, and that we can 
give him the authority so that he can act promptly. 

I don’t see why you have to worry as much about the exemptions as 
you may have indicated in your statement, because there, again, the 
argument that Congress can act quickly can apply to that also, and 
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I don’t know why we should worry about all these inequities, if we 
have the national emergency that we would be faced with in the case 
of atomic war. 

Goodness knows we don’t worry about inequities on the induction 
into military service, about whether a lawyer is going to be protected 
on his fees, or a dentist, or some man on his inventories, or somebody 
else on his wages. I think we have got to be prepared to act far more 
quickly this time than ever before, and it seems to me the logical 
approach is giving the authority to the Chief Executive. 

I would just like to ask this question: Why do you feel that it is 
necessary to provide exemptions for the commodity market? 

Mr. Fiemmine. Mr. Congressman, that rests back on the expe- 
riences that we have had in the past with this type of legislation. 
The feeling is that these commodity markets would virtually close 
down if there was not some discretion left with the Chief Executive to 
size up the situation during the 90-day period, and take appropriate 
action. That is the only thing. It simply rests on experience. 

May I say that I agree with your philosophy. I don’t think that 
authority of that kind should be used during the 90-day period for 
the purpose of trying to iron out a lot of inequities. 1 think it should 
be used solely for the purpose of keeping the economy moving during 
that period, and there has been experience in the past which would 
indicate that unless the Chief Executive did have some leeway along 
that line, that it might seriously interfere with the carrying on of the 
defense program, or if war, war program. 

Mr. Wipnauu. Are we not getting to a period where by way of 
stockpiling we can take care of that emergency period? 

Mr. Fiemmine. Mr. Congressman, we certainly hope that as a 
result of those policies that we are putting ourselves in an increasingly 
strong position, but 1 don’t think that we could ever be absolutely sure 
of the fact that we would be ready to take care of anything that 
might develop in the event of outbreak of war. 

] just think that somebody has got to have some discretion to size 
up the situation at that particular time, and during this period, while 
the Congress would be enacting a detail law, that the President ought 
to have a little leeway, that is all. That is the only reason for suggest- 
ing that amendment to section 16, if that remains in the law. 

Mr. Wipnau. You also speak about tanks, planes, and guns that 
because of their special nature they ought to be exempt from price 
control. Why is that absolutely necessary, as shown by past 
experience? 

Mr. Ftemminc. Well just to keep the President in a position where, 
if because of the imposition of the freeze, the facts indicate very clearly 
that it has slowed down the handling of certain military items, that 
he can step in and act. That is all. And after all this would simply 
be for a 90-day period. And the Congress in the meantime would 
be developing its detailed law, in which it would be spelling out the 
detailed exemptions. 

But you and I are in complete agreement. I don’t think it should 
be used for the purpose of ironing out a lot of inequities that might 
be frozen by the freeze situation. It is solely for the purpose of 
keeping things moving. 

Mr. Wipna.t. If we had a group appointed such as recommended 
in this bill, for a continuing survey, and for having in preparation 
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and ready for submission to Congress the type of program that would 
involve the least amount of inequities, why couldn’t Congress act 
promptly enough in that 90-day period to cure any of these things 
with respect to planes, war material, and commodities? 

Mr. FiemMina. It conceivably could if there were a declaration of 
war, under section 16 of the Senate bill, this section would become 
operative immediately. 

If on the other hand it were not that type of an emergency, but 
a stepped-up, sharp rise in the mobilization program, then it would 
be handled by a concurrent resolution, and of course if the Congress 
was going to consider a concurrent resolution, we would have the 
opportunity, [ assume, to appear before this committee and suggest 
amendments to section 16, so that wouldn’t be too serious. 

On the other hand, if it suddenly became operative as a result of 
declaration of war, we would feel that under those conditions it would 
be wise for the Chief Executive to have some leeway, some elbowroom, 
right at the beginning. 

Mr. Mr. Mumma. 

Mr. Mumma. The question I have is how soon after the declaration 
of the Korean emergency was the first effort made to institute controls? 
I wasn’t here. 

— Mr. Muurer. I think bills were introduced within a week after the 
Korean onslaught, in both Houses, and hearings went on for months, 
if I recall correctly. 

1 think the first bill dealing with the Defense Production Act and 
with controls got to the President in September, and contained a 
provision requiring him to institute voluntary controls first before he 
imposed involuntary controls. 

Mr. Mumma. My point is this: My immediate predecessor, John 
Kunkel, introduced legislation, I think 2 or 3 days after the emergency, 
and it was turned down. 

Mr. Murer. Right. 

Mr. Mumma. And that is the position I want to take when you 
talk about delay. The intent was there, and it was certainly some- 
body who was in the control of the Congress at that time who made 
it impossible to get enough votes to put the legislation in effect. 

Mr. Mutrer. I don’t mind telling you that Members on both sides 
of the aisle always respected your predecessor, Mr. Kunkel, very 
highly, and he and I took the same position. We weren't afraid to 

tell the people, ‘“‘The Congress is responsible for the delay.” 

1 think that was so, and I think we can expect it again. The 
Congress again, not intending to delay or to hurt the country, but 
just because it moves slowly, will again be responsible for delays which 
will permit inflation to take hold in the event of emergency. We have 

ot to give somebody else outside the Congress the authority to step 

in and do this while we are debating. 
~ Mr. Mumma. Of course if the President had acquiesced and put 
controls on we would have had more nearly normal prices today. 

Mr. Mutter. He couldn’t. He was told to try voluntary controls 
first. He tried voluntary controls, and in January he 

Mr. Mumma. As late as September he said we don’t need them, 
put them in if you want to, and I will put them in effect when I think 
they are necessary. 
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Mr. Berts. As I recall the President never asked Congress for price 
and wage controls. He asked for priorities, and we gave him some- 
thing he didn’t want. 

Mr. GamBue, Are you through, Mr. Mumma? 

Mr. Mumma. I am through. 

Mr. GamBue. Mr. Betts, do you have further questions? 

Mr. Berts. Yes, sir. 

I think one of the reasons you asked for continuation of the De- 
fense Production Act was in the field of control of strategic materials, 
is that correct? 

Mr. Fiemmina. That is correct. 

Mr. Berts. Now there are two questions I want to ask with refer- 
ence to that. 

First I notice that in Time magazine, April 20, 1953, that there have 
been serious questions as to whether or not there was sufficient nickel, 
and yet there have been great discoveries up in Canada so that the 
difficulty in securing nickel has been removed. Is that true of any 
other strategic material? Is that as serious a field as it used to be? 

Mr. Fiemmina. Might I say, Congressman Betts, that even in the 
nickel area the situation is still serious. I am not in a position where 
I can detail that, but undoubtedly the kind of thing to which you refer 
will help improve the situation, but the overall situation is still critical 
and serious. I am having it reviewed right now by the Defense 
Mobilization Board, to which I referred in my previous testimony. 

There are other materials where the situation is still eritical. 

Mr. Berrs. Are you acquainted with that article in Time magazine? 

Mr. Ftemuine. I don’t think I reeall seeing that. 

Mr. Brerrs. It is indicated that situation has been relieved con- 
siderably. 

Now the other question I have is this: I recall that we were troubled 
by questions from constituents as to securing strategic materials. 
It was always that a situation arose where some manufacturer or 
somebody was telling us that they were told how they could use 
strategic material allotted them. Not that there was so much given 
to them, but they were told where to go. What are your views on 
that? Do you think that if this authority to control and allocate 
strategic materials should go down the line far enough, that they 
should tell private industry how to use it, and where to go, or would 
it be simpler to say, “You have so much, and you can do with it 
what you want’’? 

Mr. Fiemmina. I think, Congressman, that depends an awful lot 
upon the critical nature of the material at a particular time. 

As I have indicated here, we have suggested changes in the law 
which have been incorporated in the Senate bill, which mean that 
with relatively few exceptions, the Government will not even be 
attempting to distribute the materials among the civilian economy 
generally. It will simply take care of the interests of the atomic 
energy and the military departments. And then there will be no 
Government distribution of what remains throughout the civilian 
economy. 

But there are times when I could see in the interest of conservation 
of some very critical material, that it might be necessary for the 
Government to indicate that it shouldn’t be used in a particular way. 
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That is where you have got the entire supply under allocation 
authority, and nickel might be an illustration of that, because that 
still is tight, and in the interest of conserving the supply that we 
have, both for military needs and also for essential civilian economy 
needs, it might be necessary to issue a conservation order which would 
have the kind of an effect that I think you have in mind in terms of 
your question. 

Mr. Berrs. Do you think such an order should be spelled out, or 
could be spelled out in legislation, or should be left to the determina- 
tion of a government department? 

Mr. Fremmine. I think that kind of a situation does tend to 
change rapidly enough to justify the Congress delegating authority 
to the executive branch. 

We can take the illustration that you have just given us. Con- 
ceivably something else might happen in that particular area that 
would improve the situation still further and would make it possible 
to take off a conservation order of that kind. Then, with the rapid 
developments that take place in industry, with the new discoveries 
that are made, and the new products that are put into production, 
and so on, you have got a very, very fluid situation. 

But I think one has to keep in touch with the situation and keep 
adjusting the orders to it. 

Mtr. Berrs. Do you think we could write legislation that could 
be rather liberally interpreted, without specifying everything? 

Mr. Fiemmine. We refer to that as a conservation order. As 
far as a good many of the strategic materials are concerned, the picture 
has changed, and we reflect that in our recommendation that the 
Congress, instead of imposing on us the responsibility of distributing 
to the entire civilian economy, whenever we allocate for the military 
and AEC, in effect reverse that situation, and say to us, “You can 
allocate for the military and atomic energy, but you don’t get in- 
volved in any general distribution to the entire economy, except under 
certain conditions’, which are spelled out in S. 1081, and spelled out 
in some detail. 

Mr. Berrs. But you don’t think that the situation now requires 
spelling out, as you say, to the extent where they would be justified 
in telling industry how strategic materials should be used at present? 

Mr. Ftemnina. Certainly where we do not work out a general dis- 
tribution for the civilian economy, we obviously wouldn’t go along 
and say how the material should be used. 

We still have some very critical materials that are very important 
as far as the defense program is concerned, and in some of those areas, 
conceivably, conservation orders might still be necessary. Nickel is 
an illustration. 

Mr. Berrs. I suppose that would be cobalt, tungsten, titanium and 
such things as that? 

Mr. Firemmine. That is right. 

Mr. Berrs. I was interested in that angle, because I notice that 
is one of the fileds over which you wanted to maintain control, and 
I just wanted to know to what extent you wanted to control the 
allocation of those strategic materials and how it was going to affect 
private industry. 

Mr. FLiemmina. We definitely feel that the picture has changed and, 
as I say, we reflected that feeling in the recommendation which we 
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made to the Senate committee, which they accepted, and put into the 
law, a recommendation which just reverses the whole picture, and 
means that we cannot attempt to distribute to the economy generally 
unless we find, as a matter of fact, that certain conditions prevail. 

Whereas at the present time, under existing law, if we allocate to 
the military and the AEC, then we must work out a plan of general 
distribution to the economy. In other words, that is a requirement of 
law. 

We are asking to be relieved of that requirement, and asking to be 
put in a position where we work out a general distribution plan, only 
when certain emergency situations develop. 

Mr. O’Hara. Mr. Chairman. 

Mr. Gampsie. Mr. O'Hara, will you let Mr. Talle ask his question 
and then you may be recognized. 

Mr. O'Hara. Very well. 

Mr. Tatue. All I want to say is in the nature of a benediction, that 
Dr. Flemming has shown himself to be an excellent witness. Proceed, 
Mr. O'Hara. 

Mr. Gamer. Go ahead, Mr. O’Hara. 

Mr. O’Hara. Calling your attention to page 18 of your statement, 
do you wish to explain, Dr. Flemming, 4 (b), the reason, and do you 
wish to make any comment on it? 

Mr. Fiemmina. Well, I think that the comments of Congressman 
Multer and the exchange that I had with him brings out just what we 
have in mind there. 

We do feel that this is a very difficult, a very complex area, that 
those who have had the responsibility of administering in the past 
have learned a great deal as a result of their experience, those who have 
had to live under the rules and regulations which have been issued in 
the past, have learned a great deal, and we believe that by bringing 
both groups together and sitting down and working with them, we 
can profit by mistakes of the past, and we can also profit by the 
successful operations of the past, and reach some kind of a meeting of 
the minds as to how we can handle that most effectively in the future 
if we have to. 

Mr. O’Hara. My question, Dr. Flemming, is directed to 4 (b). 
Why is an exemption given to newspapers, Magazines, advertising 
agencies, moving picture theaters, and even outdoor advertising? 

Mr. FLemmina. That was not our recommendation, Mr. Congress- 
man. That was, as I understand it, an amendment put in on the floor 
of the Senate. 

Mr. Gampe.ie. Dr. Flemming, that was offered for consideration in 
the Senate and put in the bill on the floor, as you say, and was not in 
the original Senate bill. 

Mr. Fiemmina. That is right. 

Mr. O’Hara. I asked if you wished to comment upon it. I don’t 
want to put you on the spot. 

Mr. Fiemmina. Well I think, Mr. Congressman, that it is simply 
illustrative of the desirability, if a section of that kind is going to be 
retained, of giving a general authority to exempt under certain con- 
ditions. 

Now I wouldn’t think that the Congress would want to get into the 
business of writing in a whole series of specific exemptions to a freeze 
law. Maybe it does. 

33703—53——4 
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Mr. O’Hara. Don’t you think that establishes a precedent? Here 
is the largest pressure group in America. Other groups may follow 
in its footsteps. 

Mr. Fremmina. My feeling would be that if you are going to put 
on the books a freeze law of some kind, no matter how it may become 
operative, considering the fact that it is for a 90-day period, that it 
would be much better to leave with the Chief Executive general 
authority to make exemptions, rather than to start writing a lot of 
them in at this particular time, when no one really knows the kind of 
conditions that might prevail when the time came for putting it into 
effect. 

Mr. O'Hara. Thank you very much, Dr. Flemming. I think you 
have in mind what I have in mind. If an emergency should come—it 
might be brought on by the explosion of an atomic bomb—we want 
the President to have authority to put on controls, including controls 
over rents. 

Mr. Fiemmine. Well, my feeling is that section 16, if it is left in, 
and leaving aside for a moment the question of how it becomes 
operative, whether it becomes operative by a concurrent resolution, 
by declaration of war, or in some other way, that that section should 
give the President the authority for making exemptions, and that it 
would be much better to do that than to write in a whole series of 
exemptions at this time without knowing what the situation might be. 

Mr. O’Hara. And you conceive, Dr. Flemming, that the war might 
start not with a declaration of war but with an explosion of a bomb 
wiping out the Congress. Of course, that is something that we do not 
expect, but in an atomic age we must prepare for any eventuality, no 
matter how improbable. 

Mr. Fiemminea. I don’t want to get into that speculative realm, 
Mr. Congressman. I know there are those who do speculate along 
that particular line. 

That brings us back to the point that I made in the beginning, that 
the question of whether or not Congress in its judgment feels that it 
could act expeditiously, under an emergency situation, is a matter 
that we feel the Congress should decide. 

Mr. O’Hara. As | understand it, the gentleman from New York, 
Mr. Multer, is willing to trust the President. I am supporting the 
Multer bill, and I am trusting the President, and I hope that our 
Republican colleagues will join with us in giving the President the 
power to act promptly should an unhappy emergency engulf us. 

Mr. OakMan. Except, Mr. Chairman, the President has not re- 
quested nor does he seem to want what you want to give him, 

Mr. Murer. On the contrary he says if vou give it to him he will 
take it. 

Mr. OakMan. But isn’t it true, Mr. Multer, that what you feel we 
should have right now, is rent, wage, price control? 

Mr. Muurer. Oh, no. 

Mr. OaAKMAN. Oh, 

Mr. Mutrer. No; I am saying, let’s give the President the au- 
thority to invoke those controls in the event of emergency, together 
with the right to make exceptions in the interest of national security. 
So that everything will go on smoothly in the event of an emergency 
and not wait for us to act. I am not telling him to act now. I am 
saying, “‘Mr. President, here is the weapon. You use it when you 
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think it is necessary. And if you should use it at some time in the 
future when you think it is necessary and when the Congress disagrees 
with you, we will pass legislation curbing your authority. But in the 
meantime we will trust vou with this power because there must be 
somebody ready to act when the emergency strikes.” 

That is my view and I think that is Mr. O’Hara’s view. 

Mr. O’Hara. Exactly. 

Mr. Mutrer. Also I think that is Senator Capehart’s view. 

Mr. Gamsuie. Mr. Multer, did you wish to have the last word? 

Mr. Mutrer. Not the last word, Mr. Chairman. I want to ask 
1 or 2 questions. 

Mr. All right. 

Mr. Mutter. ‘ee Flemming, you have read the declaration of 
policy contained in S. 1081 as it passed the Senate? 

Mr. I have. 

Mr. Mvutver. I think generally your statement supports that 
policy. I want to ask you specifically, is there any statement of 
policy, as contained in S. 1081 as it passed the Senate, with which you 
or the administration disagree? 

Mr. FLemmina. Mr. Congressman, I think there is one sentence in 
the statement of policy which is in confiict with the action taken by 
the Senate later on, namely on page 3. “If such an emergency should 
develop the President must have the power to employ immediate 
economic controls for such reasonable period of time as will give 
Congress an opportunity to act.” 

That takes me back to my basic position, that if the Congress feels 
that it can give the President authority quickly and expeditiously, 
all right. If it feels that it cannot, why then of course he would 
accept the 90-day freeze authority. 

Unquestionably, that particular sentence was written in because of 
the fact that later on there was a 90-day freeze authority granted to 
the President, but the amendment to that 90-day freeze authority has 
in reality nulified that statement in that particular sentence. 

Mr. Mutrer. You are going to insist that Congress decide that 
question for itself? 

Mr. That is correct, sir. 

Mr. Mutrer. Now then, let’s go to title VI of the bill as passed. 
“Control of consumer and real estate credit,’ with this significant 
subtitle, ‘this title authorizes the regulation of consumer credit and 
real estate construction credit only.”’ 

Can you tell us any reason why it is necessary to control consumer 
credit and real estate construction credit only, and not credit gen- 
erally, if we are in an emergency and controls are necessary? 

Mr. Fiemmuina. Mr. Congressman, I did not comment on that 
section deliberately because of the fact that the responsibility for the 
development and statement of administration policy in that area rests 
with the Secretary of the Treasury and the Chairman of the Board of 
Governors of the Federal Reserve System, and I assume that either 
one or both of those officials would be called before the committee to 
deal with this specific problem. That is the way we handled it 
before the Senate committee. 

Mr. Mutter. Am I to understand, then, that your comment is 
that you did not confer with the ‘Treasury and Federal Reserve 
Board with respect to the overall policy on controls? 
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Mr. Fiemminea. Oh, yes, sir; both the Secretary of the Treasury 
and the Chairman of the Board of Governors of the Federal Reserve 
System are members of my Defense Mobilization Board and_ the 
participated with us in the development of the policy statement which 
we presented, for example, to the Senate. 

But in this particular area, because of the fact that they are the 
people who carry the management responsibility in these areas that 
we are talking about, it seemed to me that it was much better for 
them to present the administration position. 

Mr. Mutrer. You will agree, will you not, that you cannot control 
inflation, nor can you consider what affects a sound economy, unless 
you consider along with prices, wages, and rents, credit—all credit? 

Mr. FLemmina. I agree. 

Mr. Mutrer. It is an integral part of our economy and must be 
considered in any control problem concerning inflation, isn’t that so? 

Mr. FLtemmina. I do agree with your statement. 

Mr. Mutrer. Are we to understand that with reference to credit, 
however, you, and the Office of Defense Mobilization, take the posi- 
tion that that is the province of Treasury and Federal Reserve Board 
and you are relying on them to recommend what should be recom- 
mended in that sphere? 

Mr. FLtemmina. They have the operating responsibility there, that 
is correct. 

Mr. Mutrer. And you have made no recommendation on that? 

Mr. Fiemmina. That is correct. 

Mr. Mutrer. Would you care to make a comment on why it is 
necessary to write into this bill authority to control consumer and real 
estate construction credit, as it is contained in title VI, operative now, 
and at the same time postpone to the future standby authority on 
prices, wages, and rents? 

Mr. Ftemmina. Mr. Congressman, it is not operative now as 
worded here. Section 606 says: 

No authority under this title shall be initially invoked with resepet to either 
consumer credit control or real estate construction credit controls unless and until 
the President has established ceilings on prices, wages, and rents, pursuant to the 
authority contained in section 8O1 of this act, and all authority under this title 
shall cease to be in effect upon the termination of such ceiling. 

Mr. Mutrer. Your answer is absolutely correct, but I am sure you 
didn’t intend to quibble and I didn’t intend to say this is going to be 
put into effect immediately. 

My question is erroneous to that extent. My question is intended 
to elicit this information. As to title VI, they recommend, and Senate 
has passed title VI, which gives the Federal Reserve Board the author- 
ity to control consumer credit and real estate credit when the President 
says there is an emergency upon us. No further resolutions of the 
Congress, no further act of the Congress. The President, in other 
words, says, ‘We are in an emergency; Federal Reserve Board, control 
consumer crdit; Federal Reserve Board, control real estate construc- 
tion credit.””. Why should that be in this bill and why should we 
have the same authority in the bill for the President to tell us we 
could control prices and wages in an emergency? 

Mr. FLemmina. In other words, are you asking the question why 
should this title be in, minus the section which I just read? 
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Mr. Mvu.wter. No, why do we give the President the authority now, 
to tell the Federal Reserve Board at some future time, “Federal 
Reserve Board, the country is in an emergency; control credit.” 
Why do we give him that authority as to credit and why don’t we 
give him the same standby authority as to prices, wages, and rents? 

Mr. Fiemmine. Title VI would not give it to him. 

Mr. Motrer. Of course it does. 

Mr. FLemminG. No, not in its present form. That is why I just 
asked the question the way I did. If it states in its present form, 
“You cannot use title VI until’’—taking the bill in its present form— 
“until the Congress, as a result of declaration of war or concurrent 
resolution, has given the President authority to establish ceilings on 
prices, wages, and rents.”’ 

Mr. Mutrer. But vou overlook, sir, the fact—you overlook or 
probably have missed the import of Executive Order 8843 of August 
1941, which, by section 61, is made existing law. I don’t think we 
need 601. The President has authority to initiate Executive Order 
8843. He did; it is in existence. It hasn’t been revoked, and we 
are now confirming his right to do it, and he still has the right to invoke 
credit controls. Why give him that right and withhold the right to 
invoke the other controls? 

Mr. Two things on that, Mr. Congressman. My under- 
standing is that that Executive order has been revoked. 

My second understanding is that it rested back, if I am correct, on 
the Trading With the Enemy Act, and we have what we regard as 
sound legal opinion to the effect that the Trading With the Enemy Act 
would not provide a basis for the President issuing an order similar to 
Executive Order 8843, under present conditions. And that if you are 
going to give the executive branch authority in this particular area, 
then it must be done by statute. 

But I again point out the fact that the present title would not 
become operative until such time as the Congress gave the President 
authority to put in price and wage controls. 

Mr. Mvutrer. Am I to conclude that your opinion is that there 
should be no standby rent controls now either? 

Mr. FLiemminea. Mr. Congressman, that is why I called attention to 
section 606, and I come back to my position, that in determining the 
position of the administration as to whether or not there should be a 
title VI, without section 606 in it, I would appreciate very much if 
the committee would listen to the Secretary of the Treasury and the 
Chairman of the Board of Governors of the Federal Reserve System. 

Mr. Gamsie. Dr. Flemming, isn’t this 606 another amendment 
written in on the floor, and wasn’t the intent to bring it under title 
VIII? 

Mr. Fiemmine. That is my understanding. I forget whether it 
was a committee amendment or put in on the floor. They tell me it 
was a committee amendment. 

Mr. Gamsue. And the committee presented that amendment on 
the floor? 

Mr. Yes. 

Mr. Mutrer. May we conclude that in your view, isn’t the view 
of the Office of Defense Mobilization, there should be no controls 
except that they are all invoked at the same time, by the same means, 
or by the same authority? 
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Mr. Fitemmine. Mr. Congressman, that would not be a fair con- 
clusion. 1am simply trying to follow what I consider to be orderly 
government as far as this particular area is concerned. 

The operating responsibility clearly rests with the Treasury and 
with the Board of Governors of the Federal Reserve System 

Mr. Mutrer. We are not talking about operation now, but policy. 
What should the policy of this Congress be? Should we give any 
authority for credit controls, except coupled with the other controls? 

Mr. FLtemmina. I feel that the policy of the administration should 
be stated by those who have the operating responsibility, and I 
would appreciate it if the committee would listen to those two officials 
” it, because they are in much better position to testify on it than 

am. 

Mr. Gamsue. We expect to do so. Are you through, Mr. Multer? 

Mr. Mutter. Yes, sir. 

Mr. Gamsue. Thank you very much, Dr. Flemming. We are very 
lad to have bad you here. We have enjoyed your testimony, and I 
ope that some of the other colloquies here have also been helpful 

to vou and to the committee. 
ion committee will adjourn to meet tomorrow morning at 10 
o’clock. 

(Whereupon, at 12:30 p. m., the committee adjourned to meet at 
10 a. m., Friday, May 22, 1953.) 
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FRIDAY, MAY 22, 1953 


House or REPRESENTATIVES, 
ComMITrEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Ralph A. Gamble 
presiding. 

Present: Messrs. Wolcott, Gamble (presiding), Talle, Kilburn, 
McDonough, Betts, George, Mumma, MeVey, Merrill, Oakman, 
Hiestand, Spence, Brown, Multer, O’Brien, Dollinger, Bolling, 
Barrett, and Hays. 

Mr. Gamsie. The committee will come to order, please. 

We are meeting this morning to resume hearings on 8. 1081. Un- 
fortunately, the House meets at 11 0’clock and we are under some 
pressure to be there. We will probably have a quorum call a little 
after 11, so we will have to discontinue the hearings at that time. 

We are going to hear this morning the Honorable John C. Houston, 
Jr., Acting Chairman of the Munitions Board. Mr. Houston, who 
is with you? 

Mr. Houston. I have with me here Mr. Richard Lennihan, who 
is head of the Office of Small Business in the Munitions Board; Mr. 
Leonard Niederlehner, who is Counsel of the Munitions Board; and 
Mr. William Miller, of our Materials Division in the Munitions Board. 

Mr. Gamsue. Have you a statement? 

Mr. Houston. Yes, I have, sir. 

Mr. Gamsuie. Will vou proceed, then, Mr. Houston. And I assume 
you would like to conclude your statement without interruption, and 
then, if there is time the members of the committee will have some 
questions. Iam afraid we will probably have to ask you to come back 
later to conclude your testimony because of the fact that the House 
is meeting at 11 o'clock today. However I hope we can get through. 
You may proceed, sir. 


STATEMENT OF JOHN C. HOUSTON, JR., ACTING CHAIRMAN OF 
THE MUNITIONS BOARD, ACCOMPANIED BY RICHARD LEN- 
NIHAN, HEAD OF THE OFFICE OF SMALL BUSINESS, MUNI- 
TIONS BOARD, LEONARD NIEDERLEHNER, COUNSEL OF THE 
MUNITIONS BOARD, AND WILLIAM MILLER, MATERIALS 
DIVISION, MUNITIONS BOARD 


Mr. Houston. Thank you. 

Mr. Chairman and members of the committee, the Department of 
Defense appreciates the opportunity to express its views on the bill 
S. 1081, to provide authority for temporary economic controls and 
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for other purposes. The Defense Production Act of 1950, as 
amended, which the pending bill would amend further, is administered 
principally by agencies other than the Department of Defense. How- 
ever, the statute is of great significance to the Department of Defense 
because it provides the machinery for channeling goods and services 
into military end items and other defense requirements during periods 
of economic strain, 

It is believed that the conditions which are faced by the Department 
of Defense for the immediate future require the vesting, in the Govern- 
ment, of certain of the authorities contained in this bill. Since June 
1950, the armed services have more than doubled their military 
strength so that there are now in the armed services approximately 
314 million soldiers, sailors and airmen, an increase of over 2 million 
over the strength of the armed services at the beginning of the Korean 
conflict. 

The buildup of materiel has been moving successively through 
planning, tooling, and production stages. During the three fiscal 
years following the attack on Korea, the Congress provided a total of 
$155.6 billion in new obligational authority for the military functions 
of the Department of Defense—$48.2 billion during fiscal year 1951, 
$60.4 billion during fiscal year 1952, and $47 billion during the current 
fiseal year. In addition, $36 billion has been requested of the Congress 
in the revised budget request for fiscal year 1954, submitted to the 
Congress on 11 May 1953. 

Although the peak of new obligational authority was reached in the 
fiscal year 1952, total expenditures and deliveries of military end items 
have continued to increase up to the present time. Thus, total 
expenditures rose from a little is than $20 billion in the fiscal year 
1951 to $39 billion in the fiscal year 1952, and are presently estimated 
at approximately $43 billion for the current fiscal year. Expendi- 
tures for fiscal year 1954 are estimated at $43.2 billion. 

I know I express the thought of the Secretary of Defense in stating 
that while there should be as much relaxation of controls as is practical 
and possible, there are considerations, in relation to national defense, 
which require a simple yet practical means to meet the needs of the 
national defense. 

Priorities and allocations: Title I of the Defense Production Act, 
which the pending bill extends with amendments, provides authority 
for the establishment of priorities and the allocation of materials and 
facilities. This authority is of particular interest to the Department 
of Defense. Although it has become possible, over the period of the 
last several months to relax many controls, it appears quite certain 
that military orders will continue for a period of time to require some 
means to assure that essential requirements will be met. 

It is the belief of the Department of Defense that, as long as 
military production and procurement requirements remain at their 
present general levels, certain minimum controls will have to be 
exercised and, therefore, the authority provided by title I should be 
extended. 

Expansion of production capacity and supply: Title III of the 
Defense Production Act authorizes specific agencies of the Govern- 
ment, including the three military departments, to guarantee loans 
to assist and expedite defense production and also authorizes such 
agencies as the President may designate to make loans to business 
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enterprises for the expansion of plant capacity, the development. of 
technological processes or the production of essential materials. 

Title III also contains authority for the guaranteed long-term 
purchases of minerals and other materials for Government use or for 
resale and for installing equipment and facilities in Government or 
privately-owned plants. The authority under the existing law will 
expire June 30, 1953. The pending bill would continue this authority 
in effect. 

The Department is in accord with the extension recommended in 
S. 1081. Of direct concern to this Department is the power to 
guarantee loans to assist and expedite national defense production. 
As of March 31, 1953, loan guaranties of the Army, Navy, and Air 
Force were in force on credits of about $1.5 billion, of which approxi- 
mately $935 million was actually outstanding and in use. 

Many responsible and qualified contractors, especially small enter- 
prises, are required to accept defense contracts far beyond their 
normal financial capacity, and in these cases guaranteed loans become 
essential. The procurement program will continue to require that 
such assistance be available. 

Similarly, it is important that authority be continued to supply 
equipment to defense contractors necessary for the production of 
certain items, particularly where such equipment will be of no value 
to the contractor after completion of the defense contract. 

Programs for expansion of production of basic materials are not 
administered by the Department of Defense, but are of great interest. 
Through the use of authority provided in title III of the Defense 
Production Act, particularly guaranteed purchases, production of 
critical materials has been tremendously expanded. For example, 
the annual supply of tungsten has been doubled over the past 2 vears. 
The aluminum supply has been substantially increased over the past 
2 vears and with the completion of expansion plans currently under 
way will more than double the 1950 rate. 

The bill S. 1081 proposes certain amendments clarifying the au- 
thority in relation to guaranty of loans after the termination of con- 
tracts and in relation to the orderly wind-up of the guaranty program 
when the statutory authority ends. The Department of Defense favors 
these proposed amendments. 

General provisions. ‘Title Vil of the existing law, which would be 
continued in effect by the pending bill with certain amendments, pro- 
vides the machinery, including definitions, for implementation of the 
other titles of the statute. We invite the attention of the committee 
particularly to the definition of “national defense” provided by section 
9 of the proposed bill. 

For the sake of clarity we had recommended before the Senate 
committee a monor change so that the language would read— 
the term ‘national defense’? means the operations and activities of the Armed 
Forces, the Atomic Energy Commission, or any other Government department 
or agency directly or indirectly concerned with the national defense or operations 
or activities in connection with foreign economic or military assistance programs. 

The language of the bill as passed by the Senate leaves some doubt 
as to what programs would be encompassed by the term “directly 
related activity.” I have in mind particularly in relation to titles 
I and III, supporting activities such as electric power, petroleum, 
transportation, research, or machine tool purchase or allocation. 
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If the committee prefers the language of the Senate bill, we suggest 
the technical amendments of inserting commas after the words 
“nation” and “stockpiling” in order to make it grammatically clear 
that directly related activities are those directly related to all of the 
listed activities. 

Additionally, certain substantive grants of authority under title 
VII are of particular interest to the Department of Defense. The 
Department is vitally interested in the extension of section 708 of 
the existing Defense Production Act, which the pending bill will 
provide. That section provides immunity from prosecution under 
the antitrust laws to members of industry who participate with the 
yovernment in voluntary agreements in the interest of national 
defense. For example, a tanker pool formed for the expeditious 
movement of Near East petroleum products was arranged under this 
authority, and various integration committees to expedite the pro- 
duction of ordnance items have been formed in the Department of 
the Army on the basis of this particular grant of authority. 

The Department of Defense has an interest in the extension of the 
authority in title VII for the employment of experts and consultants, 
including personnel serving without compensation with the benefit of 
the exemption from certain conflict of interest statutes. 

Stabilization provisions: The bill S. 1081 does not extend title IV 
of the Defense Production Act relating to price and wage stabilization. 
It does, however, provide a new title VIII covering temporary emer- 
gency price, wage, and rent ceilings. The Department of Defense 
does not administer this type of stabilization controls and is not 
particularly qualified to comment upon the necessity for such controls 
or the manner of effectuating such controls. 

The Department of Defense is the largest single purchaser, not 
only among Federal agencies, but in the country as a whole and its 
expenditures are substantially affected by inflationary trends in the 
economy. The Department, therefore, has a concern though not a 
responsibility in this area. In relation to price and wage control, 
and to the control of consumer and real estate credit, the Department 
of Defense feels that it must defer to agencies of the Government 
whose responsibilities are more directly related to these areas. 

However, the pending bill after amendment on the floor of the 
Senate does not authorize the President to exempt procurement of 
any item from the freeze. This might seriously hamper, during the 
period of the freeze, the procurement of military items. 

In conclusion, accordingly, except as indicated above, the Depart- 
ment of Defense strongly recommends the enactment of 5. 1081. 

Mr. Gamsuiz. Mr. Spence, do you have any questions you wish to 
ask Mr. Houston? 

Mr. Spence. I have no questions, Mr. Gamble. 

Mr. Gamsue. Mr. Talle? 

Mr. Tauue. Yes, sir; Mr. Chairman. 

I should like some light on one point that I consider very important, 
Mr. Houston. It has to do with nickel. 

How much of the nickel supply is taken by the military? 

Mr. Houston. I believe the present estimate for direct defense 
needs is somewhere around 46 percent. I have that here. Yes, 46 
percent is needed for military and AEC production. 

Mr. Tauuz. That is a lower percentage than I thought. 
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Can you tell me how much of the remainder may be available for 
civilian uses? 

Mr. Hovusron. Under the present program, about 18 percent in 
addition to this 46 percent would be set aside for the stockpiling pro- 
gram. So that would leave about 36 percent for the so-called civilian 
economy. 

Mr. Tauue. Forty-six for military, eighteen for stockpiling? 

Mr. Houston. Yes. 

Mr. Tauie. A total of 64 percent? 

Mr. Hovusron. Yes. 

Mr. Tatur. Leaving 36 percent for civilian uses? 

Mr. Hovsron. That is correct. 

- Mr. Tauue. In managing the 36 percent, what assurance can the 
Government give, let us say to, for instance, the dairy industry, which 
needs nickel very much, that its needs will be supplied? 

Mr. Hovsron. Well, of course, the Department of Defense itself 
does not make decisions of that kind within the civilian economy. 
That is the responsibility of the Office of Defense Mobilization. They 
are the agency responsible for establishing, first, overall allocations, 
as among the major claimants, and then, secondly, for approving 
detailed control actions urder any allocation order which is issued. 

Mr. Tatie. Does the Department of Commerce have something 
to do with it? 

Mr. Hovsron. The Department of Commerce is the agency that 
drafts the order and has the authority to issue it, with the approval of 
the Office of Defense Mobilization, thet is correct. 

Mr. Tauue. I believe we will have a witness from the Department 
of Commerce, and probably further light will be shed on this matter. 

Mr. Hovsron. I think they would be the people that you had 
better talk to rather than us in the Department of Defense, because 
as I say, that is not our responsibility. 

Mr. Tarte. Your discussion relates purely to national defense? 

Mr. Hovusron. Yes. 

Mr. Tauie. And in vour discussion you give a definition of national 
defense? 

Mr. Hovusron. Yes, sir. 

Mr. Tauue. It appears to me that the definition is quite broad, and 
I was trying to resolve in my own mind what would be excluded. 
Probably I don’t understand the definition. 

Mr. Hovsron. Our principal concern—and we are not here this 
morning trying to suggest specific language. In other words, I think 
that rather than trying to decide on specific language what we really 
want to do here, is to call your attention to the fact that this present 
language is somewhat narrower than the earlier suggestion, and we 
were afraid that in the narrowing of it something might be lost. 

For example, in the language as it stands on page 14 of the print of 
S. 1081, there are no commas, and so it looks as though the very last 
clause there, ‘and directly related activity”? might be limited to just 
the stockpiling program. We feel that the language as drafted prob- 
ably was not meant to be restricted that narrowly, and that is why we 
suggested putting in a comma after stockpiling, and a comma after 
nation. 

Then the “and directly related activity’ 
related activities set forth here. 


would refer to all the 
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However, in addition to that, there are other activities besides the 
production and construction programs which may require assistance. 

For example, research. Also such supporting activities as the 
electric power that is required in connection with defense production, 
the aviation gasoline program, and the petroleum industry, which 
requires some additional facilities, and transportation, under certain 
conditions. . 

We just wanted to make sure that those types of activities would be 
eligible for assistance when required. 

Mr. Tatue. It is your purpose, then, as I understand it, that a good 
deal must be left to the judgment of the administrator? 

Mr. Housron. I think that is true, and I am sure that the present 
administration has no idea whatsoever of making use of this on any 
kind of a broad basis. I am certain it will be administered on a very 
narrow basis, as it is intended by the Congress, just to assist the direct 
defense program. 

Mr. Tatu. I realize that it is a difficult definition to make. 

Mr. Houston. It is. 

Mr. Tauur. Thank you very much. 

Mr. Bourne. Mr. Chairman. 

The CuarrmMan. Mr. Bolling. 

Mr. Bouuine. On that same point, Mr. Houston, are you familiar 
with the language of the presently existing act, on this particular 
point, with reference to that section? 

Mr. Houston. Yes, I think I have a copy of it here. 

Mr. Botiinc. Would you read both definitions and let me know 
which language you think is preferable? 

Mr. Housron. Surely. 

Mr. Berrs. What is the section? 

Mr. Botuina. Section 9 of the Senate bill. Mr. Houston referred 
to it on page 4 of his testimony, bottom of the page. 

Mr. Housron. As a matter of fact, the language which is contained 
in the existing act is the language which we originally suggested to 
the Senate, with one minor change, where, in the last line we struck 
out the words, ‘with the Mutual Defense Assistance Act of 1949.” 

The rest of the language is the same. 

Mr. Bouurna. If I understand you correctly, then, there is a very 
substantial difference in actuality between the present Senate bill 
language and the language of the present act, even excluding the 
modification that you earlier proposed? 

Mr. Hovusron. We are afraid that it is a little bit too narrow, yes. 

Mr. Botuinc. You have mentioned a number of different kinds of 
things that might be affected, but for my information would you 
trace through a specific theoretical example, as to what might happen 
under the Senate language if it were narrowly interpreted? 

Mr. Hovsron. If it were narrowly interpreted, for example, we 
might have a research project that was being carried out in the field 
of electronics, let us say, that was not at the moment related to a 
direct production program, and if you interpreted this language liter- 
ally, that would not come under the authority for assistance, and 
there may, and probably would be, some critical materials required 
in that research project which might be delayed without the grant of 
assistance. 

Mr. Bouuina. And how serious would that be? 
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Mr. Houston. It depends on the urgency of the project. It could 
be quite serious. Well, let me put it this way: it could be several 
months in some instances. 

Mr. Bourne. And that could have a very direct and serious impact 
on our defense effort? 

Mr. Houston. Yes, conceivably it could. 

Mr. Bouuina. Thank you. That is all, Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. I have no questions, Mr, Chairman. 

The Cuarrman. Mr. Kilburn. 

Mr. Kitpurn. I am not convinced that that is so at all. I don’t 
see why that should be. What would happen if we didn’t have any 
act at all, in your opinion? 

Mr. Houston. I am afraid that if you didn’t have the authority 
which is proposed under this act, that you would run into all sorts of 
serious delays in the deliveries ‘of materials for military contracts, 
particularly——- 

Mr. Kirsern. I don’t see how this act has anything to do with it. 

Mr. Houston. Yes, this act, in effect, through the procedures which 
have already been set up under the existing act, does give a priority 
to defense programs in the whole manufac turing chain, right from the 
prime contractors on down through his subs and sub-subs. 

Mr. Kiveurn. I thought you had that covered in another law. 

Mr. Howuston. No, that is under this act. 

Mr. Kitpurn. You mean if we don’t pass this the Government 
can’t have defense production? 

Mr. Houston. We will not be able to get priority on materials 
required for our defense contracts, that is correct. 

Mr. Gambier. Mr. Dollinger, do you have any questions? 

Mr. Douuncer. I have no questions, Mr. Chairman. 

Mr. Gamsue. Mr. O’Brien. 

Mr. O’Brien. I have no questions. 

Mr. Gamsue. Mr. Betts. 

Mr. Berts. On page 15 of the act, what is the implication of those 
additional words “in the civilian market’’? 

Mr. Houston. I have to race that back. Just a moment. 

Mr. Gamsie. On what page is that, Mr. Betts? 

Mr. Berts. Page 15, line 7. 

Mr. Houston. The objective of that amendment is so that when 
a priority or an allocation of material is required, in order to assure the 
production on time of military contracts, you are not required, because 
you are taking a portion of the supply of that material, to allocate the 
whole remaining supply in the civilian economy. 

Mr. Berrs. Does that mean that you w ill not interfere, so far 
as an allocation is concerned, with the civilian market? 

Mr. Houston. That is correct. The supply which is left over 
after the fulfillment of military contracts, defense orders 

Mr. Berrs. And stockpiling? 

Mr. Hovusron. And stockpiling and AEC, the amount of material 
remaining after that will not be allocated in the civilian economy. 
Now, there are a few exceptions to that, nickel bemg one, where the 
take for the military, AEC, and stoc kpile programs is so large that 
you would have very serious dislocations in the civilian economy if 
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you did not allocate the remaining quantity, but nickel is one of the 
very few exceptions. 

Mr. Berrs. Under what authority do you have the right to allocate 
these strategic materials in the civilian market? 

Mr. Housron. That would be covered in the section in the pro- 
posed act, under title 1, page 3, under section 101 and subsection 
(B) of that is the one covering the point you are raising. 

The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market, unless the President finds 
(1) that such material is a searee and critical material essential to the national 
defense, and (2), that the requirements of the national defense for such material 
eannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market, to sucha degree as to create 
appreciable hardship. 

Mr. Berrs. I was under the impression that the President in his 
state of the Union message made the statement that materials con- 
trol should be limited to the defense requirements. Does this in 
any way modify that? 

Mr. Hovsron. No. I don’t have the exact wording of the Presi- 
dent’s statement before me, but as I recall it, it did provide, in very 
broad terms, for exceptional cases of this kind, such as nickel, and I 
think that most people, when they think of materials controls, think 
in terms of the controlled-materials plan, which covers steel, copper, 
and aluminum, and up until recently those three materials were under 
complete allocation. 

Every user of steel, copper, and aluminum was required to get 
authority to use the material from the Government. 

Those broad controls over those three basic materials have recently 
been modified so that now the only controls remaining are those which 
give preference to military, AEC, and stockpile programs, and the 
balance of the supply of those materials is free, and there are no restric- 
tions on their use in civilian economy. 

Now let me give you the difference between what we are talking 
about in steel, copper, and aluminum and nickel, for example. 

In steel, we estimate that the military and AEC production will 
require somewhere around 12 percent of the supply. 

Mr. Gampuie. Did you say 12 percent? 

Mr. Hovsron. That is right. 

That aluminum will require about 22 percent of the supply, and that 
copper will require about 35 percent of the supply. 

There is no stockpiling program in steel. 

Mr. Berrs. How much on nickel? 

Mr. Houston. Forty-six percent on nickel. 

Mr. Berrs. Tungsten? 

Mr. Houston. Twenty-one percent for the production programs, 
and about 60 percent for stockpiling. 

Mr. McVey. Will vou yield for a question? 

Mr. Berts. Yes, sir. 

Mr. McVey. I notice in your statement you say the annual supply 
of tungsten has been doubled over the past 2 vears. Is that due to 
additional imports or increases in domestic production? 

Mr. Houston. It is mostly increases in supply coming from outside 
the United States, although there has been some increase domesti- 
cally, but the bulk is imported. 
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Mr. McVey. Thank you, Mr. Betts. 

Mr. Mumma. Mr. Houston, has much of that increase been attrib- 
utable to Korean production? 

Mr. Houston. To Korean production, actually produced in Korea? 

Mr. Mumma. Yes. 

Mr. Hovsrton. No, we are beginning to get more porduction now 
from Korea. For a while we were getting practically nothing. Mr. 
Miller may be able to give us some measure of what the Korean pro- 
duction is compared with the total production. I think it is very 
small. 

Mr. Mitier. Only 1 or 2 percent. 

Mr. Mumma. Could vou estimate what percentage of Korean pro- 
duction we actually get? 

Mr. Miuuer. We are getting the total production right now, as far 
as I know. 

Mr. Gampave. And that is only 1 percent of the total? 

Mr. Hovusron. About 1 or 2 percent of the total. 

Mr. Mumma. I have heard somewhere that a Member of Congress 
made the statement after a trip to Korea that we were getting virtually 
none of their production. Now that has been a vear ago. 

Mr. Hovsron. I don’t know what he meant by saving that we were 
getting practically none, because from my knowledge of the situation, 
I thought we were getting a hunderd percent. 

Now if vou want us to check that further, Tecan. But certainly any 
information which I have here today indicates that we are getting a 
hundred percent. 

Mr. Mumma. If it is only 1 or 2 percent of the total, I don’t want 
you to go into it further. 

Mr. Houston. Very well. 

Mr. Berrs. Well, at the present time, are there any controls being 
exercised in the civilian market, so far as these materials are concerned? 
In other words, on the percentage that is not being allotted to defense? 

Mr. Houston. Yes, sir, there are still controls in the civilian econ- 
omy on nickel, on cobalt, on columbium. 

Mr. Tauue. Titanium? 

Mr. Housron. Yes, sir, I am sure there is an order on titanium. 
There may be 1 or 2 others, but that is all. Just a handful. 

Mr. Berrs. Under the provisions of the Senate bill, would the 
NPA still have the authority to control the allocations in the civilian 
market? 

Mr. Houston. Well, they would have the right to do it, but only 
under the very restrictive language—— 

Mr. Berrs. That is the language that you just read? 

Mr. Houston. Yes, sir. 

Mr. Berts. So pinpointed, that is the only authority that NPA 
would have to control allocations of strategic materials in the civilian 
market? 

Mr. Hovusron. That is correct. 

Mr. Berrs. And that would depend on an executive order of the 
President; is that correct? 

Mr. Houston. The President would have to find—and that au- 
thority would probably be exercised through the Office of Defense 
Mobilization, after consultation with him—he would probably put 
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out an order saying that they would authorize the allocation of another 
material other than those presently being allocated. 

Mr. Berrs. As a matter of fact, the situation with respect to 
nickel has been relieved, has it not, by discovery of new mines in 
Canada? 

Mr. Houston. The nickel situation is improving. However, most 
of the improvement will come not within the next vear or so. They 
are long-range projects which will not come into full production, 
some of them, for another 3 or 4 years. But there have been some 
brought in. 

For example, the Nicaro nickel project down in Cuba, was brought 
in after the start of hostilities in Korea, and that has contributed 
materially to supply of nickel. 

Mr. Berrs. How much of a staff does it take to handle this 
strategic materials division of NPA? 

Mr. Hovusron. I am afraid you would have to ask them that 
question. I really don’t know. Someone in the Department of 
Commerce would have to answer that question, 

Mr. Berrs. There will be someone here from the Department of 
Commerce? 

Mr. Houston. I don’t know what the schedule is on the other 
agencies, Mr. Congressman. 

Mr. Berrs. That is all. 

Mr. Gamaie. Mr. Multer. 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Houston, you are giving us here today the views of the Depart- 
ment of Defense? 

Mr. Houston. Yes, sir. 

Mr. Murer. What are the functions of the Munitions Board? 

Mr. Houston. Well, the Munitions Board’s functions today are 
ya the same as those which are described in the National Security 

ct. 

Mr. Mutter. I didn’t know that there was any change. I just 
wanted to make sure there hasn’t been any. That is just preliminary 
to my next question. 

Lead and zine have always been deemed to be essential materials? 

Mr. Houston. They are. 

Mr. Mutter. And we cannot conduct a successful defense effort 
or cannot engage in a war without lead and zinc? 

Mr. Housron. No. Asa matter of fact, both of them are materials 
included in our stockpiling program. 

Mr. Mutrer. And the small-mine operators of this country, in 
lead, zine, copper, and tungsten, are usually so-called high-cost pro- 
ducers, are they not, in the main? 

Mr. Houston. I don’t know what percentage of them are high- 
cost producers in this country. I don’t think that is so true in copper. 

Mr. Mutrer. It is almost universally true in lead and zine, is it 
not: 

Mr. Houston. In lead and zine, your producers, in the main, I 
think, are smaller concerns, and there are numerous high-cost 
producers. 

Mr. Murer. The same is true of tungsten, is it not? 

Mr. Houston. Yes, sir, that is right. I don’t have the relative 
proportion of their production as against the producers who can 
compete in the world markets. 
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I believe the high-cost producers, however, do not produce, in any 
of those materials, a majority of the production, but their contribu- 
tion certainly is substantial. 

Mr. Murer. And, historically, the small-mine operators of lead, 
zine, and tungsten in this country have found it difficult to compete 
with the big-mine operators? 

Mr. Houston. There certainly are a good many mines of that type 
that can only operate profitably in a short market where the price is 
generally higher than it is when there is a surplus supply. 

Mr. Mutrer. And today throughout the country we find ourselves 
in the position where lead and zinc, particularly, are no longer in 
short supply, with large quantities coming in from abroad, with the 
result that practically all of our small operators of lead and zine 
mines are being compelled to close down. 

You are aware of that, are you not? 

Mr. Houston. I know that there are a good many mines that ean- 
not operate profitably when the prices of zine and lead begin to go 
way down. 

Mr. Mutrer. The Congress had just that situation in mind, and 
those problems in mind, when we wrote into the Defense Production 
Act provisions permitting the procurement agencies to deal with those 
small-mine operators, and deal with them on a basis that would put 
them in a position to fairly compete with the big-mine operators, so 
that they could be kept in business. 

What, if anything, has the Munitions Board done to see that that 
policy, as written into the law, has been carried out? 

Mr. Houston. As a matter of fact, the Defense Materials Procure- 
ment Agency was set up under the Defense Production Act to carry 
out that program. The Department of Defense does not have au- 
thority or responsibility under the Defense Production Act to carry 
out that program. 

Both the authority and responsibility rest with the Defense Ma- 
terials Procurement Agency. 

Mr. Mutter. It is my recollection that the Defense Department 
itself is authorized to pay premiums to small-mine operators, having 
in mind particularly the producer of basic minerals, such as lead and 
zinc, so that they could be kept on a firm basis and be kept in business. 

So far as you know, the Defense Department has done nothing 
under that program to help the small-mine operator and is doing 
nothing today to help him? 

Mr. Houston. The Defense Department doesn’t have that author- 
ity. We have no authority of that kind, Mr. Congressman. We 
don’t have any authority to do that. 

Mr. Mutter. Wasn’t one of the functions of the Munitions Board 
to see that the program was implemented by the other agencies? 

Mr. Housron. No. 

Mr. Gamste. I| think there were several bills to that end. I don’t 
know whether they were adopted or not. | know a couple of them 
were not. 

Mr. Mutter. My definite recollection is that we did write a precise 
section into the Defense Production Act to bring that about. 

My next question is going to be, do you know of any number of 
instances where long-term contracts were made with the big operators, 
both domestic operators and those domestic operators that control 
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foreign mines, mines in otber countries producing lead and zine, at 
fixed top prices, lead and zinc, 17 to 17% cents a pound, running for 
5 vears or longer, with no such contracts made with many of the smaller 
mine operators producing lead and zinc, and tungsten? 

The result is that those fellows cannot compete with the market 
today and their mines are being closed down, and if we ever get into 
trouble, we are going to be without those fellows who can produce for 
us when the sealanes are closed and we can’t get that material from 
abroad, despite our stockpiles. 

The mines will be closed down and it will take vears to get them into 
production again. 

Something ought to be done about it and I think it is up to the De- 
fense Department to look into it and do something about it. 

Mr. Hovusron. I think vou are correct in stating that under the 
Defense Production Act there was authority to do that, but it was not 
under the Defense Production Act itself, or under any executive dele- 
gation of authorities stemming from the Defense Production Act as- 
signed to the Department of Defense. 

We just don’t have any such authority. 

Mr. Hays. Will vou vield? 

Mr. Murer. I vield to Mr. Hays. 

Mr. Hays. You said in vour prepared statement and cited this as 
an example, section 708, vou said, “For example a tanker pool was 
formed for the expeditious movement of Near East petroleum 
products.” 

Who formed that pool? Who saw that it was formed? 

Mr. Hovsron. The Department of Justice approved the arrange- 
ments, which were made by the Department of Interior. 

Mr. Hays. Who motivated it. Now you have handed the thing 
over to two other departments. You cited as an example and to me 
it is an example of stupidity, because you don’t think, and I am sure 
I don’t, that in a case of all-out war with the one country that we could 
get into war with, that you could get any oil from the Near East, 
do you? 

Mr. Hovsron. That was done at the time that the Abadan Re- 
finery closed down, and it created quite a gap in supplies until adjust- 
ments could be made in the production from other areas to make up 
for it. 

Mr. Hays. Yes, but there are a lot of people in this country being 
put out of work because of the competition from other oils. Now 
I am not against competition, but I am interested in, in case of an 
all-out war, where we are going to make up that supply. I will tell 
you how vou are going to make it up you fellows in the Department 
of Defense. You will take it away from the civilians and let them get 
along as best they can. And I don’t think that kind of thing ought to 
be granted to you if you are going to use it like that. 

Mr. Hovusron. Again, the authority to control the production and 
supply of petroleum, does not rest with the Department of Defense. 
It rests with the Department of Interior. 

Mr. Hays. But vou people must have something to say about it. 

Mr. Houston. We make our request. 

Mr. Hays. Well then maybe I am jumping at conclusions, but I 
took it for granted that you must have had something to do with it 
or else you wouldn’t have cited this as an example. 
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Mr. Hovsron. Surely, because we are a big claimant for petroleum 
products, and when a curtailment in supply occurs; we do not want 
to see the needs of the military departments curtailed because of a 
shortage which has taken place. So naturally, we are interested in 
in seeing Whatever agencies are responsible for supplying that material 
make every possible effort to make up the deficit, so that, No. 1, 
our supplies will not be cut, and so that, No. 2, there will not be an 
undue shortage in the civilian economy. 

Mr. Hays. All right. Now did you have anything to do with the 
decision or recommendation to close down the pilot plants for the 
development of residual oils from other sources, such as shale and 
coal? 

Mr. Houston. Nothing. 

Mr. Hays. Did the Department of Interior consult with you about 
that at all, under the procedure you have outlined? They certainly 
should, should they not? 

Mr. Houston. On something of that kind I am sure we were not 
consulted. 

Mr. Hays. That is a secondary source but in case of war would be 
an important one when your supplies from the Near East are cut off, 
aren’t they? 

Mr. Hovusron. I am not a petroleum expert. 

Mr. Hays. Well but the supply, vou don’t need to be a petroleum 
expert. It would be better to have it in the country than in the 
Near East, if you needed it, wouldn’t it? 

Mr. Hovusron. It certamly would. 

Mr. Grorcre. | come from the tri-State mining area, which 
includes Oklahoma, Missourt, and Kansas. Our lead and zine 
operators in that tri-State area furnished the lead and zine supply 
for this country for vears and vears. 

At the present time all but 6 of those mines are shut down, and the 
6 that are open are operating at a loss. | am wondering if there is 
anything we can do in the Detense Production Act, and on stockpiling, 
that might at least keep those mines in operation, because any time 
they shut down water comes in and floods those mines and in an emer- 
gency we are put to a terrific expense, either by the Government or 
the operators, to put those mines back into production again. 

Mr. Houston. | wish I had the answer for you, because I realize 
that it is a most serious problem, but I don’t know what the answer is, 
frankly. 

Mr. Georce. Well, I have had in mind that maybe we should 
stockpile that type of material where it required a special premium 

rice, just in order to keep those mines in operation on a standby 
losin if these supplies were shut off from overseas. 

Mr. Houston. Unfortunately, under the particular aspect you are 
speaking about, the stockpile objectives in lead and zine have been 
fairly well met, through the stockpiling program since it was started 
back in 1947, I believe it was. 

Mr. Georae. Do you think we should let that mine field com- 
pletely deteriorate? It is true that the high-grade ore has been 
worked out of that field, but there are still many, many tons of ore 
left in that field. Should we let water take it, or should we make 
some provision to keep these mines in operation? 
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Mr. Houston. As I say, I think it is a very serious problem. 1 
don’t have the answer. I think that, again, the Department of Inter- 
ior, and under the Defense Production Act, the Defense Materials 
Procurement Agency has been struggling with the problem I don’t 
know whether they could give you any more constructive suggestions 
than I have been able to give you or not. 

Mr. Grorae. I certainly would like to know what the answer is 
in regards to doing something toward keeping that field at least on a 
standby basis and in an operational condition, if we can. Thank you. 

Mr. Mvutrer. May I say this, Mr. George. I don’t have any 
mines in my district in Brooklyn, and I have no interest in any mines, 
but I am very much alarmed with the situation that you and I have 
just pointed up, and it has come to a crisis in the last 90 days. 

We wrote into the Defense Production Act, a section, so that the 
Defense Department, Procurement Agencies, and the Munitions 
Board could see that we didn’t get into this condition, and we find 
now that, while the Government is still buying large quantities of lead 
and zinc, these small Jead and zine mines are closing up all over your 
area and the adjoining area. They are going out of business, the 
mines are deteriorating and it will take vears to get them back into 
production again, if at all, and at tremendous cost if we should ever 
need them. 

We had the Munitions Board in before the various committees of 
the House last year, and they acknowledged to us that it was their 
function to see that these things were properly taken care of, that 
these mines would be kept in operation where they were dealing with 
essential materials and that they would be fitted into the stockpiling 
program. 

We find now they haven’t been. Something must be done to correct 
that situation, and I think that the Defense Department is the one to 
do it. 

If it means that they have got to buy more than they need for the 
stockpile, if they are also going to buy from the small-mine operators, 
then let them stop buying from the big-mine operators. They are 
still taking large quantities from them. Let’s keep these little fellows 
in this country in production, because if the sea lanes are ever closed 
down we won't be able to get that essential material from abroad when 
we need it. Despite our stockpile, we will have to rely on them to 
give it to us, quite apart from the serious economic situation created 
throughout that area by all those miners being thrown out of work. 

I hope you will take that up with the people in the Defense Depart- 
ment that have heretofore acknowledged at least that it was their job 
to take care of the situation, and do something about it. 

I don’t think legislation can cure it, because we enacted the law 
under which they can do the very thing we are talking about. 

Mr. Mumma. Mr. Multer, isn’t the problem you are discussing one 
of the main points of the consideration of the Reciprocal Trade Agree- 
ments now? Lead and zinc, as well as oil, are specifically mentioned 
in that Reciprocal Trade bill, and the trouble with the lead now is 
caused, I think, by people in foreign countries who speculated on it 
and they are now dumping it in this country. That has caused a 
depression of the market. I may be wrong, but that is my impression. 

Mtr Mutter. There is a sharp division of opinion between the 
miners who testified before our committee in the hearings we conducted 
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all through the tri-State area and out on the west coast, within the last 
30 days, as to whether or not you can save the miners by bringing the 
price up by means of a tariff, or whether you must give them a subsidy. 
Some say you must give them a subsidy to bring their price up to the 
16- or 17-cent price of the mine operators, and some say you should 
increase the tariff. Maybe we need both. I don’t know the solution. 
But somebody in Government must come up with that solution and 
help those people stay in business. 

Mr. Mumma. From what I read today I get the impression that 
the depression in lead and zine is caused by dumping of those products 
here in America, under a depressed market caused by those people in 
foreign countries having speculated, and the demand having receded 
rather than expanded. 

Mr. Mutrer. That is one of the factors entering into the picture. 

Mr. Mumma. We have coal mines in Pennsylvania. They fill up 
with water, too, and it is a tremendous proposition to work it out. 

Mr. McVey. Will vou yield, Mr. Muilter? 

Mr. Murer. Surely. 

Mr. McVey. I would like to ask Mr. Houston, has our stockpiling 
of strategic materials progressed to the point where we could engage 
successfully in all-out war with our sealanes closed? 

Mr. Housron. When you are dealing, as we are, with about 74 
materials, on this strategic and critical list, the progress which you are 
able to make is not uniform across the board. 

As a result, there are certain materials where our stockpile objec- 
tives have either been reached or are fairly close to being reached. 

There are other materials—and unfortunately they are the ones 
that are the most critical—where we are far, far from our goals, and 
far from being out of danger in the event of an all-out war. 

Mr. McVey. Is that because you cannot obtain a sufficient amount 
of those materials? 

Mr. Houston. It is generally because the worldwide sources of 
supply are limited, and it is very difficult to increase the supplies be- 
cause of the limited quantities which are available, and because, also, 
in those most critical materials, which are generally your alloying 
elements, such as nickel, and cobalt and columbium, the current de- 
mands of the military program are very high. In other words, your 
jet engines are taking, even today, very quantities out of current 
supplies, so that by the time you have taken care of your military 
demands, your essential civilian demands, you do not have too much 
left over for stockpiling. 

Mr. McVey. Would you care to name those materials which are in 
insufficient supply? 

Mr. Hovsron. I could furnish, for the committee, on a classified 
basis, the complete status of all materials in the stockpile program, if 
you would like to have it. 

Mr. McVey. Well, I would be glad to have it, myself. 

Mr. Houston. We will be glad to furnish that. Asa matter of fact, 
we do furnish to Congress every 6 months, a complete report on the 
stockpile program. Our last one was in January of this year, and we 
also bring that report, the statistical part of it, up to date every 
month, so that if you would like, I can furnish it to the clerk of the 
committee, the complete report, as of the first of the year, together 
with our latest monthly report. 
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Mr. McVey. Thank vou. 

The Cuarrman. Is there any reason why it should be inserted in the 
record? 

Mr. Houston. I do not think we can put it in the open record, Mr. 
Chairman. 

The Cuatrman. It will be available to the members of the com- 
mittee. 

Mr. Hovsrox. Yes, we can make es many copies as the members 
would like to have. 

Mr. Oakman. Mr. Chairman. 

The Cuarrman. Mr. Oakman. 

Mr. Oakman. Which ageney is charged with the responsibility of 
stockpiling strategic and scarce materials? 

Mr. Housron. It is the joint responsibility of the Munitions Board 
and the Department of the Interior. 

The Munitions Board has an interdepartmental stockpile committee 
which it chairmans, and the actions taken on the stockpile are taken 
by the Chairman of the Munitions Board and the Secretary of the 
Interior jointly upen recommendations of that interagency committee, 

Mr. Oakman. Is that not, Mr. Houston, likely to create divided 
responsibility, having several agencies charged with the s sume respon- 
sibility? Would it not be better to have it in one ageney? 

Mr. Hovsron. It is always, I think, better to have responsibility 
lodged in one place. 

Actually, | do not think the stockpile program has suffered through 
this divided responsibility between the Munitions Board and the De- 
partment of the Interior, because we work very closely together and we 
have generally seen eve to eve on the major decisions. 

Mr. Oaxman. I think there is a basic philosophy involved in the 
question that Mr. Multer brought up. 

I know that at the time of the Korean outbreak we got a little 
panicky about the copper situation in this country, and the Govern- 
ment went into certain areas and opened old mines, spending tens of 
millions of dollars to open these mines. 

I do not think anybody can say ace urately—when, as, and if these 
mines are again operating, which will still be several years away —what 
the copper is going to cost. 

Now, if this new domestic supply of copper is going to cost us 50 
cents a pound, let’s say, is that a sound policy, a sound decision? 
Or was it one based on fear, or pressure from the owners of those mines, 
or from the communities in which they are located? 

If we are going to have to buy some strategic or scarce materials 
abroad, might not it be better to buy that additional copper abroad 

also? 

I still think we are going to have to do some trading with the rest of 
the world. I do not think that we can be isolationists. That is 
practically self-evident. 

Mr. Houston. I think decisions of that kind, of course, are made 
under one set of conditions, and the decision might be entirely different 
at a different period of time, under a different set of conditions. 

Mr. Oaxkman. Are those matters constantly or periodically re- 

viewed, Mr. Houston? 

Mr. Houston. Yes, they are. 
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As a matter of fact, we try to review every one of our stockpile 
objectives at least twice every year. 

Mr. OakMAN. I happened to come across one the other day where 
we are going ahead with a $180 million Federal project and the only 
excuse for going ahead with it is that we have already got $18 million 
invested and cannot lose the $18 million, which | do not think makes 
good sense. 

I would like to save the other $162 million, and write off the $18 
million already thrown down a rat hole. Thank you, Mr. Chairman. 

The CuarrMan. Are there further questions? 

Mr. McVey. Mr. Chairman, while we are on this subject of stock- 
piling, what is the situation with regard to tin? 

Mr. Hovusron. Our tin stockpile—-again when [ try to give you 
specific figures, they are classified and they will be in this report —but 
tin is not one of our worst materials. I will say that. 

Mr. Murrer. Will the gentleman yield at that point? 

Mr. McVey. I am through. 

Mr. Murer. May I suggest that no tin is produced in this country. 
It all comes from abroad-—and there again there has been a serious 
mistake and I hope the Munitions Board and the Defense Department 
will do something about it—during World War II our entire tin 
supply came from Bolivia. We were able to get it because it was 
right next door, comparatively speaking, in South America. The 
entire Eastern Hemisphere supply was shut off. Am [ right? 

Mr. Hovsron. It was pretty well shut off. There was very little 
coming in, 

Mr. Mutrer. When World War II came to and end we forgot all 
about Bolivia and started taking tin from abroad. While trying to 
drive down the price on Bolivian tin we took tin at a higher price 
from abroad, and we still have not made a deal with Bolivia. If 
world war III strikes, we will be in the same situation with respect 
to Bolivia, and she will say to us, and rightfully so. “You will pay 
through the nose for it.””. That is another situation I think the Muni- 
tions Board should look into. 

Mr. Hovusron. With regard to the tin program, tin is one of the 
materials on the stockpile list. 

Again, however, the procurement of these materials is not in the 
hand of the Munitions Board. 

Mr. Mutrer. I understand that. But vou participate in the mak- 
ing of the policy. This Congress has told you to participate in setting 
up the poliey. 

Mr. Hovusron. We do not establish the terms of contracts——— 

Mr. Mvuurer. I know you do not. 

Mr. Houston. Which are let for these materials. And we do 
not select the people who supply the materials. 

We merely establish the stockpile objectives, and set the dates 
when we would like to see these objectives achieved. But we do 
not participate in the selection of the suppliers of these materials, 
or participate in the terms of the contracts which are drawn. 

Mr. Mutter. Is this not all long-term planning? 

Mr. Houston. The stockpile is, in some respects, a long-term 
planning project, yes. 

However, our desire is to get to our objectives as rapidly as it can 
possibly be done without completely upsetting the rest of the economy. 
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Mr. Mutrer. But how can you possibly lay down policy having 
in mind long-term planning without taking into account that the day 
may come when your supply from one source can be cut off and you 
must make sure that you are going to have the supply from another 
source? 

I should think that would be a necessary part of your policy and 
long-term planning, particularly when dealing with these strategic 
materials, and tin is one of them. 

Lead and zine are two others. Tungsten is another. 

Mr. Housron. But the Department of Defense, again I point out, 
is not the agency that is responsible for planning in the materials 
field. 

We are responsible for telling the responsible agencies what we feel 
should be stockpiled. But that is the part of the policy that we are 
involved in, and not the other. 

Mr. Mumma. Will you vield, Mr. Multer? 

Mr. Murer. Surely. 

Mr. Mumma. In this tin situation, my understanding is that the 
available supply abroad is quite closely held as between Bolivia and 
over around Borneo, or whatever those countries are that produce 
tin. I won't say that the same identical interests own it, but one 
of the reasons why we shut off buying tin, I think, is because we 
were paying a very abnormal price owing to the factor of control, 
and at the same time we were waiting for the opening of production 
of tin, I think, in Texas, where we have built a mill. I do not know 
what it is doing now, but I think we have been holding off further 
purchases of tin due to the fact that we thought we were paying too 
much, and we thought we would stir up some competition for them 
in our own country, down in Texas. That is just my understanding 
of the tin situation. 

It was shut off, over in Sumatra, but it is being produced in Bolivia. 

Mr. Mutrer. That tin smelting plant in Texas is the only one in 
the Western Hemisphere, and you are quite right, there are inter- 
locking directorates and holdings between the big tin mine operators 
of the world, including the mines in Bolivia. 

There, again, we have the same situation, with the exception that 
the small mine operators in Bolivia have banded together and formed 
a pool, but when it came to competing they could not compete with 
the big fellows, and it was the big fellows who were sitting on it, and 
they had the same situation there as we have here now with lead and 
zine. 

The CuHarrMan. Is that all, Mr. Multer? 

Mr. Mutrer. That is all. 

The CuHarrMan. Are there further questions? If not, thank you 
very much, Mr. Houston. 

We are glad to have your views. 

Mr. Housron. Thank you, Mr. Chairman and gentlemen. 

The CuHarrMan. Our next witness is Mr. Craig R. Sheaffer, Assistant 
ner of Commerce. We are glad to have you back with us, Mr. 

reaffer. 
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STATEMENT OF CRAIG R. SHEAFFER, ASSISTANT SECRETARY OF 
COMMERCE, ACCOMPANIED BY HORACE B. McCOY, ACTING 
DIRECTOR, AND HENRY KALTENBACH, GENERAL COUNSEL, 
NATIONAL PRODUCTION AUTHORITY 


The CuarrMan. We are very glad to have you. 

You may proceed with your statement, Mr. Sheaffer. 

Mr. SHearrer. Thank you, sir. 

The Cuarrman. I hope we will not be interrupted by a roll call in 
the House. 

However, we will proceed as long as we can. 

Perhaps Mr. Sheaffer can conclude his testimony before that occurs. 

Mr. Suearrer. Mr. Chairman, it is indeed a privilege to appear 
before this committee to summarize the views of the Department of 
Commerce on the need to continue certain production and materials 
controls and more specifically on S. 1081. 

We in the Department of Commerce subseribe wholeheartedly to 
the principle that all economic controls should be removed excepting 
those which may be necessary to assure military production schedules 
required by the national security. 

I believe that the reeord of the Department’s National Production 
Authority since January 20 shows that the Department is executing 
this policy. 

In our considered judgment, certain limited controls over production 
and materials need be kept in the national interest. The Department 
of Commerce has been and presumably will continue to be responsible 
for administering the production and materials controls affecting 
industry, so we have an especially deep interest in the character of 
the enabling legislation. 

I should like, at this time, to explain to the committee how the 
Department plans to administer these controls if the authorizing 
legislation is passed. 

In view of the fact that Dr. Flemming, Director of the Office of 
Defense Mobilization, testified at length before this committee within 
the past 24 hours, I will try not to repeat nor duplicate his presentation. 
Rather, I shall emphasize the principal reasons why we in the De- 
partment of Commerce believe certain Defense Production Act powers 
should be extended beyond June 30 next. 

The heart of the Defense Production Act is in title I of the present 
act, as it may be amended by S. 1081, providing powers for priorities 
and allocations. I believe it essential that these powers be extended, 
and as may be provided in 8. 1081, they should be on a current, rather 
than on a standby, basis. The fundamental use of the priority and 
allocation powers is to insure that military and atomic energy pro- 
grams be completed on schedule. 

I am confident that everyone will agree with the proposition that 
no risk should be taken with the availability of materials and com- 
ponents necessary for national defense. 

In the case of the few strategic materials remaining in critically 
short supply, the allocation authority is needed to spread the limited 
supply equitably among nonmilitary users. The use of the allocation 
authority has been and should continue to be a diminishing one, and 
I shall discuss it in more detail later. 
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The military “take” of materials and equipment in this country is 
still substantial, particularly of some individual items. We expect 
this to remain this way for some time to come. Recognizing this 
“take,”’ our objectives are these: (1)That the military and AEC pro- 
grams be met; and (2) that the impact of these programs be distributed 
fairly among the consumers and producers of these materials and 
products. 

I believe that there can be no serious suggestion that we stop giving 
the military and AEC the priorities needed to assure proper perform- 
ance of their contracts. 

If title L is not continued, some technique must, and inevitably will, 
be developed for providing that priority. 

In the absence of title I, we would be in no position to establish 
the kind of priority system which would fulfill the objectives first of 
meeting military requirements and, second, of minimizing the impact 
of defense procurement on the production of civilian products. 

On the assumption that title I of the present act will be extended, 
and with the concurrence of the President, the Department of Com- 
merce formulated and issued regulations on a new control system 
designed to insure military and AEC production after June 30 next. 
We have called this the Defense Materials System. 

It was necessary to issue regulations under this svstem some time 
ago because of the long lead-time involved in the delivery of materials 
for military production after June 30. 

The defense-materials system may be defined briefly as a limited 
control system which— 

(1) assures delivery of enough steel, copper, and aluminum to 
meet the requirements of the Department of Defense and Atomic 
Energy Commission ; 

(2) assures the preferential delivery of equipment; components 
and other production and construction materials for the Depart- 
ment of Defense and AEC; 

(3) spreads the military load equitably over affected industries; 
and 

(4) provides a mechanism for special assistance wherever 
necessary to break production “bottlenecks” in order to expedite 
military and AEC programs. 

This system gives to defense contracts a priority limited to the spe- 
cific quantities required to meet military and atomic energy programs. 

Beyond these limits it allows a free distribution of materials and 
supplies in the normal competitive economy. 

Recognizing from past experience that priorities alone tend to 
concentrate the military load so as to result in severe competitive 
disadvantages to a large number of businesses, the system distributes 
the impact of military procurement among affected producers. 

This is accomplished by set-asides which assure that the total defense 
demand will be met and at the same time minimize interference with 
the normal flow of materials and products between producers and 
consumers. 

To the extent that “bottleneck” situations may impede military and 
AEC programs, this system provides a means for assuring the necessary 
assistance to remove such impediments, through individual priority 
actions. 
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As I stated earlier, the allocation authority is needed to enable us 
to provide for the fair distribution of a few strategic materials remain- 
ing in critically short supply. 

It is my strong conviction, however, that this authority should be 
used only on a severely restricted basis and only in those instances 
where serious disruption would occur in industry unless it were used. 

In this connection, Secretary Weeks recommended, in testifying 
before the Senate committee, that the legislation contain restrictions 
to limit the use of allocation authority by the addition of a new section 
to title I. 

I am pleased to note that this recommendation was accepted in 
S. 1081 without substantial change. 

Nickel is at present an excellent illustration of the need to provide 
for equitable distribution. 

As you know, this is because of its great importance in military and 
civilian production and its scarcity. 

The scarcity is due, primarily, to the fact that expansion of nickel 
supplies currently under way has not developed sufficiently to com- 
pensate for the demands of the national stockpile and the increased 
military requirements. 

As of this date, nickel available to the civilian economy is approx- 
imately one-half of that available in normal times. The military, 
AEC, and stockpile will take, during 1953, more than one-half of the 
total supply. 

These requirements are so heavy as to make it necessary to appor- 
tion, as equitably as possible, the residual supply among civilian uses. 

It is our intention to use the allocation authority to assure first that 
all military and AEC requirements are met in full, including reasonable 
shipmeats to the stockpile; and next, to increase progressively the 
availability of nickel to the civilian economy as the supply increases 
and the military demand falls off with the accomplishment of our 
mobilization goals. 

We recommend that section 701 (c) of the Defense Production Act 
of 1950 as amended by section 8 (on page 13) of S. LOS1 be eliminated 
from the bill. 

During World War II the President was given general powers to 
allocate. 

Legislative history clearly demonstrates that these general powers 
were intended under the Defense Production Act of 1950. Section 
701 (c) was apparently intended to require the President to use an 
historical pattern as a basis for allocation. 

I should like to illustrate some of the difficulties in the administra- 
tion of this subsection, pointing out that if it should be necessary to 
allocate any new material, such allocation must be based on ‘a 
representative period following June 30, 1953.” 

Since it takes a period of time to develop a representative period, 
it would seem to preclude allocation of any material not being allocated 
on July 1, 1953, until after a “representative” period of time had 
elapsed. 

If a material is being allocated to a business on July 1, it must be 
allocated on a basis of the share received by such business during a 
representative period preceding June 24, 1950 (3 vears ago) ‘“‘ad- 
justed to reflect, since such date, attained competitive position, the 
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requirements of new concerns and newly acquired operations.”” The 
difficulties inherent in arriving at a proper interpretation of this 
language are clear. 

The term “newly acquired operations’? has been added and_ this 
term might be so broadly construed as to apply, for example, to a 
new model automobile with a wheel base different from that formerly 
produced by the concern. 

Other examples of the difficulty of interpretation an administrator 
would face are illustrated by the discussion on the Senate floor found 
on page 5269 of the Congressional Record of May 19, 1953. 

It should also be noted that this section uses the phrase ‘‘to allocate 
any material on the civilian market’’; whereas, section 101 (b) uses 
the phrase ‘to control the general distribution of any material in 
the civilian market.” 

A proper construction of the act clearly indicates that the phrase 
in 701 (¢) should conform to the phrase used in section 101 (b). I 
can assure you gentlemen that every effort will always be made by 
the Department of Commerce to make an allocation on a fair and 
equitable basis, but this section merely complicates and impedes the 
attainment of that objective, rather than fulfilling its attainment. 

I am glad to note that S. 1081 provides for the extension of title 
ILI of the present act. 

This title provides authority for grants of financial assistance and 
loans to private enterprise for the expansion of capacity and produc- 
tion of essential materials; to expedite production and deliveries or 
services in carrying out national defense contracts; and the purchase 
of materials for Government use; the encouragement of exploration 
and development of critical materials; installation of equipment and 
facilities in Government-owned plants and of Government-owned 
equipment in private plants. 

In the past 2 years, we have made great strides in increasing our 
capacity to produce basic materials and facilities for the production 
of military end products. 

Although much of this expansion has been through private invest- 
ment, nevertheless, the authority contained in the title has brought 
into being many needed critical facilities. 

Contracts have been made which have increased the output of 
strategic materials which private industry could not have been es- 
pected to finance under prevailing conditions. The long term con- 
tracts have served to open up resources, especially in a strategic 
material, which would have involved risks too great for private com- 
panies to undertake. 

Many new plants have been constructed by private investment, 
with the Government installing Government-owned plants and of 
Government-owned equipment in private plants. 

In the past 2 years, we have made great strides in increasing our 
capacity to produce basic materials and facilities for the production of 
military end products. 

Although much of this expansion has been through private invest- 
ment, nevertheless, the authority contained in the title has brought 
into being many needed critical facilities. 

Contracts have been made which have increased the output of 
strategie materials which private industry could not have been 
expected to finance under prevailing conditions. 
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The long-term contracts have served to open up resources, especially 
in strategic materials, which would have involved risks too great for 
private companies to undertake. Many new plants have been con- 
structed by private investment, with the Government installing 
Government-owned machinery for the production of military items. 
To insure the flow of essential materials and to round out and to make 
the necessary expansion in our mobilization base, the authority in this 
title will be needed after June 30. 

In connection with extending the authority for the Small Defense 
Plants Administration, I recognize the desirability of not permitting 
this authority to lapse while the Congress is in process of considering 
bills which would provide a broader statutory base and a new strue- 
ture for the Federal Government’s small-business activities. 

But I believe the extension of this authority should be considered 
only a stop-gap. In my judgment a sounder approach to the prob- 
lems of small business is made by H. R. 5141 as modified by the 
Department of Commerce recommendations submitted to this com- 
mittee on May 15. 

I should like to call particular attention to the faet that the reeord 
of the Department of Commerce in administering production and 
materials controls makes it clear that the services of experienced 
businessmen are essential to a sound operation. 

For more than 2 vears, the National Production Authority of the 
Department has administered production and materials controls over 
a very large segment of American industry. 

One of the prime elements of success in this endeavor has been the 
large number of men from industry who have served the Government 
without compensation in administrative positions. 

Their services have been invaluable and the results that were 
achieved could not have been accomplished without their help, 
This system should be continued. 

We should like to have our Industry Divisions, so far as possible, 
headed by experienced executives from the various industries on a 
rotation basis. 

I am pleased to note that 5. 1081 contimues the authority to estab- 
lish and maintain the so-called supergrade positions, GS—16, 17, and 
18. We hope to be able to continue to attract and hoid capable 
men and women on an adequate salary basis in our organization. 
Inability to compensate key people at rates higher than those pro- 
vided at GS-15 would deny the services of many able people to the 
Department of Commerce and other agencies that may be engaged 
in the defense mobilization program. 

This concludes my formal statement. I shall be glad to try to 
answer any questions that the committee may wish to ask me. 

The CuarrmMan. Are there questions of Mr. Sheaffer? 

Mr. Tauie. Mr. Chairman. 

The CuarrmMan. Mr. Talle. 

Mr. Tatite. We are very glad to have you here, Mr. Sheaffer. 

May I pursue an inquiry that | made of Mr. Houston of the Mun- 
itions Board earlier this morning. It relates to nickel. 

Mr. Houston informed us that the military takes 46 percent of, 
the nickel supply, and the stockpile requirements are 18 perceat 
making a total of 64 percent, leaving 36 percent for civilian uses, 
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I am very happy to note, in your statement, that you say repeatedly 
that civilian uses shall be met on a fair and equitable basis. 

Now Tam concerned about the needs of the dairy industry. Several 
people from that industry have contacted me about their needs, and 
they are fearful that a gray market may develop in nickel, and some 
of them think there is such a market already, dealing in the 36 percent 
available to civilian uses. 

I should like to have you comment on whether there is a gray 
market, and what assurance I may give to the dairy industry that 
their requirements will be met. : 

Mr. Snearrer. Congressman Talle, we are not aware of a gray 
market at this time, but I think that Mr. MeCoy, who is the acting 
head of NPA, can answer you better on the matter of the diary indus- 
try, and particularly their nickel problem. 1 know he is aware of that 
problem. 

Mr. Tauyr. IT will be very glad to hear from Mr. MeCoy. 

Mr. McCoy. As you indicated, the supply of nickel for nonmilitary 
uses is timited to something a little bit over a third of the total supply 
available. 

That makes nickel very short for most civilian uses, and we have 
tried to make as equitable a distribution as we can to meet all the 
requirements in allocating on something approaching a_ historical 
base. 

Whether there is a black market in nickel or not, I do not know. 
We have our enforcement people carefully watching nickel consump- 
tion, to see that the regulations and rules are observed so that there 
will be a fair distribution. 

We have heard of some instances of so-called black market nickel, 
and we trace down any rumor or any statement that is made to us 
about that. 

I do not know of any extensive black market in nickel. 

There have been some occasional illegal uses, or uses contrary to 
our regulations, and we have found those. 

With reference to the requirements of the dairy industry, I assume 
you mean stainless steel for the production of dairy equipment? 

Mr. Tauxie. That is right, they emphasize nickel and its use in 
making stainless steel which is very important in refrigeration and 
other equipment. 

Mr. McCoy. Stainless steel is of course one of our principal prob- 
lems, because over half of the civilian use of nickel goes to steel, that 
is as an alloy of steel. 

There simply is not enough now to meet all the demand for stainless 
steel. 

We are attempting, and we have put a proposal before the proper 
authorities, to get some relief for civilian production in the third and 
fourth quarters of this vear, which will, in effect, attempt to divide 
whatever decrease there is in military consumption, and increase in 
supply, among the civilian production and the stockpile. 

I cannot say definitely today how much more nickel metal we will 
be able to put into purely civilian uses, but 1 hope it will be enough 
to alleviate some of the unsatisfied demands that | know, that industry 
among others, experience, 

Mr. Tauue. Is there any way in which vou could give them as- 
surance, we will say, 3 months in advance of their needs, as to what 
they might be able to get? 
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Mr. McCoy. Yes, sir, if our proposal to the Office of Defense 
Mobilization for some change in the consumption of nickel is, say, 
adjudicated within the next 2 weeks or so, we could inform, I think, 
fairly shortly, users of stainless steel that they could expect some 
increase in supply within the normal lead times, which in some cases 
would be 3 to 4 months before the nickel would move into the steel 
mills and be available for consumption. 

Mr. Tauie. They are much concerned inasmuch as they know the 
law expires on the 30th of June, and they do not know what we are 
going to do about it. Allocations have been on a quarterly basis, and 
they would like to have some assurance. 

Mr. McCoy. To interrupt, | might say we are going to change that 
to a monthly basis. 

Mr. Tauur. That would be much better, 1 would say. Then I 
have your assurance that that very important industry is not going 
to drop down on the ladder, but will be away up on it. 

Mr. McCoy. We should hope to have them share any additional 
nickel with other civilian production. 

Mr. Thank you. 

Mr. Hays. Will vou yield, Mr. Talle? 

Mr. Tauue. | yield. 

Mr. Hays. If I am not very seriously mistaken, you asked Mr. 
Houston about this, and he looked in the volume he had with him 
and he said the military required 46 percent of the nickel. 

You say there is 33 percent available for civilian production. That 
leaves 21 percent unaccounted for. 

Mr. Tauuir. But 18 percent goes for stockpiling, Mr. Hays. That 
makes a total of 64 percent. That makes it close to a third for 
civilian production. 

That is my plea, Mr. McCoy, I would like to see dairy people taken 
care of. 

Mr. McCoy. We would like to do that, because all the users of 
nickel alloy, tell us the same story and | can assure you we would 
certainly like to accommodate them. 

Mr. Tate. That is all. 

The CuHarrman. Are there further questions of Mr. Sheaffer or 
Mr. McCoy? 

Mr. Mutrer. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Mutrer. Mr. Shaffer, does your Department take jurisdiction 
over, or participate in the making of policy that integrates small 
business into the economy of the country, having in mind specifically 
the questions | addressed to the last witness, Mr. Houston, with 
reference to the lead and zine and tungsten small-mine operators? 

Mr. Suearrer. Mr. Congressman, | was not here all the time that 
was going on. I really do not know what transpired. 

Mr. Mutrer. Well, Mr. Sheaffer, is your Department taking 
notice of the critical condition of our small-mine operators in this 
country, in the fields of lead, zine, and tungsten? 

Mr. Surarrer. We are not unaware of it. 

Mr. Mutrer. Has your Department any jurisdiction or does it 
participate in making any policy with reference to alleviating that 
situation? 

Mr. Suearrer. We have nothing to say about the stockpiling 
policy, nor do we effectuate the policies. 
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Mr. Mutrer. In your statement, you point out that the defense 
materials system is set up to do certain things, and among other things 
you say it is to spread the military load equitably over affected 
industries. That seems to be limited, however, to specific quantities 
required to meet military and atomic energy programs, and later on 
you go on to say that except for that, the market should be left on a 
more or less free basis. 

Mr. Suearrer. That is right, sir. 

Mr. Murer. That, | think, points up the very alarming condition 
that I have tried to point out here a while ago when Mr. Houston was 
before us. With that kind of a program, we will go on making the 
contracts that we have been making, and so far as the small fellow 
who cannot compete, cannot meet that price, is concerned, the policy 
will be to let the devil take the hindmost, and let them all close up, 
and let the people be unemployed and the mines deteriorate, and 
when we need them we won’t have them. 

I suggest that the policy makers of your Department review that 
policy as vou have enunciated it and see if you cannot fit those small- 
mine operators into this program. 

Mr. Suparrer. Mr. Congressman, as I recall—I think I am right— 
under reorganization bill No. 3, stockpiling comes under the direction 
of the Office of Defense Mobilization, and the Office of Defense Mo- 
bilization is advised by seven ¢ ‘abinet members and various other 
heads of independent agencies, known as the Defense Mobilization 
Committee. 

One of the seven Cabinet members is the Secretary of Commerce, 
and in that respect we can relay to him, and he is turn, I know is 
interested in the activity and the welfare of the genecal economy, 
business-wise. 

Mr. Mutrer. This problem goes way beyond stockpiling. We will 
have the stoe kpile all right but we won’t have what we need when the 
stockpile is depleted and we get into an emergency situation, 

If building the stockpile is going to mean ruining a segment of our 
economy, the whole thing needs reviewing. 

Whoever has jurisdiction over it in the various departments ought 
to get busy on that problem at once 

Mr. Surarrer. [ think, Congressman, that the Office of Defense 
Mobilization has that very muc hin mind in their stockpiling program. 

I cannot speak authoritatively on it. 

Mr. Mutrer. I hope that both you and Mr. Houston will have in 
mind that I am not trying to be critical of what you have done or 
have not done, but I am trying to point up « problem that needs 
attention and should be attended to. 

Mr. SHEAFFER. Yes, sir. 

Mr. Murer. Thank you. 

Mr. Hays. Mr. Chairman. 

The Cuarrman. Mr. Hays. 

Mr. Hays. Did vou hear, Mr. Sheaffer, when I was questioning 
Mr. Houston about this tanker pool they talked about? 

Mr. SHEAFFER. No, sir, | was not. 

Mr. Hays. Well, he cited that as typical thing that he approved 
of, and he wanted section 708 extended so that there would be im- 
munity from prosecution under the antitrust laws, if members of 
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industry got together and did certain things they could not do other- 
wise, and he pointed out that one of the things was the tanker pool 
formed to bring oil from the Near East. 

Your department had nothing to do with that? 

Mr. McCoy. Yes, but that is a matter of the Maritime Adminis- 
tration. 

Mr. Hays. I am trying to find out who did, and I am afraid that 
I am going to wind up, when I have asked everybody who could have, 
that nobody did it, although it was done. 

I am glad to find out you did not, because along with what Mr. 
Multer said, that is fine, oil is all right. I have no objection to it, 
except in the case of war with Russia, we could not get that oil. 

There is just one other question. 

I have seen in the papers some comments from time to time that 
some of these people who are serving down there, from industry, 
without compensation, are not being compensated, perhaps, by the 
Government, but that they are in a position to see that their partic- 
ular company is taken care of, and maybe somebody else is left 
out. Do you have any comment on that or do you know of anything 
like that? . 

Mr. Suearrer. I don’t believe that you could run an organization 
of the size of this, as it has been, without any slight favoritism, but 
generally speaking, this kind of organization is highly satisfactory to 
industry, and during the time I have been here, Mr. Congressman, 
I have had no complaint from a member of any industry that they 
have, as a result of a competitive industry man being in a “WOC” 
position in the Department, complained of mistreatment. And my 
door and that of the Secretary have been open, I think, as the Depart- 
ment doors have not been in the past, to all comers. 

Mr. Hays. Well, vou are cognizant that such a situation could 
exist. I haven’t had any complaints recently; I attribute it partly to 
the fact that things are not in as short supply as they were and there 
is not as much competition for certain things as there was, say, a year 
or 2 vears ago. 

But I think that existed then, and could exist, and I just wanted to 
point out that it is one of the problems that the fellow who does not 
have a representative sitting down there may have. 

Mr. SHearrer. Maybe. Of course none of us have gotten what 
we would like to have. 

And I am speaking now of the time before I came into the Govern- 
ment. 

Generally speaking, these men are selected with the broad approval 
of the industry which they represent, and I know of more instances 
where the individual concerns of the men, the ““‘WOC” men, have been 
penalized by those men leaning over backwards, than of any instances 
to the contrary. 

Mr. Hays. I am glad to hear you say that. I have a great number 
of small fabricators in my district. 

Of course it is inevitable that some of them should feel they have 
been slighted, and I am always willing to feel, too, there are two sides 
to the story. But I have had, in the past, those complaints. 

Mr. SHearrer. Let me suggest, Mr. Congressman, that there is a 
provision in the setup for an appeal against any allocation or any 
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treatment, but above all, T would like to tell vou that the door of the 
Secretary, and my door, is open to informal complaints, confidential 
complaints that may be made at any time in that regard. 

Mr. Hays. Thank vou. That is all, Mr. Chairman. 

Mr. Berrs. Mr. Sheaffer, | understood from your remarks that you 
were in favor of the elimination of section 8 on page 13 of the bill, to 
amend section (c) of 701; is that correct? 

I think vou referred to it on page 7 of your remarks. 

Mr. SHearrer. Would you like our reasons for that? 

Mr. Berrs. Yes, sir; | was going to inject this into my question 
further. It may be helpful to you in giving us vour reasons. 

I understood Mr. Houston to say, referring back to section 101 (b), 
that the President would still retain some control over civilian allo- 
cation of materials, and I just wondered how that squared with the 
elimination of section 701 (e). 

You commented somewhat about it on page 7 of your remarks. 

Mr. Suearrer. If you have no objection, I would like Mr. Kalten- 
bach to answer that. 

Mr. Berrts. I think it needs further explanation, if you will, Mr. 
Kaltenbach. 

Mr. Kavrensacn. I would like to state, in the first place, that I 
have been associated with NPA since December 1, 1950, so that I have 
been familiar with 701 (c) in the original act as passed in 1950, and 
on down to the present, with its various amendments. 

I would like to call your attention to the fact that section 101 (a) 
says that the President is authorized to allocate materials and facilities 
in such manner, upon such conditions, and to such extent as he shall 
seem necessary or appropriate to promote the national defense. 

Well, that is as broad a grant as you can possibly get, and it is the 
grant that was used in World War II, without any further restriction. 

Section 701 (c) puts some kind of a limitation on that grant of 
power when distribution is made in the civilian market. The inter- 
pretation of to just what extent that grant is limited is exceedingly 
difficult, and each time it is amended it becomes more and more 
difficult to find out exactly what the Congress had in mind. 

I would like to illustrate the problems you get when you start 
allocating a material, just very briefly. Take, for example, a material 
where the civilian supply is cut in half. The amount available to 
nonmilitary production is cut in half. 

If vou use solely the historical base, you would say everybody who 
used the material in some past period, say in the year 1949, can only 
get half as much as he had before. 

If you stopped there, vou would be creating a number of inequities 
and you wouldn’t be helping the war effort. To begin with, there 
are very definitely some products that are very much more important 
than others. They should get a larger supply. That is, those that 
are very closely related to the war effort. That is, as a matter of 
importance. Secondly, there is the matter of substitution. Take 
nickel-bearing stainless steel, for example. Many industries use it 
when they do not have to, and they could use a substitute. If you 
put in a mathematical formula, of 50 percent of what you used in a 
past period, you could not have a prohibited list, which we have now. 
We prohibit the use of nickel-bearing stainless steel in the manufacture 
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of certain products where there is a substitution possible, and where 
the manufacturer is not crippled by that substitution. 

And if you are cutting up a pie—and that is what vou are doing 
when you are allocating—the pie does not increase and you get new 
business in there. You have to make provision for that. 

I just outline those things to illustrate that allocation cannot be 
reduced to a mathematical formula. 

Section 701 (c) requires the use of a mathematical formula at some 
point. It is extremely difficult to determine, in a practical manner, 
where that point should be. 

It is very ambiguous, and there was no similar provision during the 
last war. It was left entirely to the discretion of the President. 

It requires lots of difficult interpretations and, does not add— 
because it contains the expression, ‘‘so far as practical,’ in so many 
places—it does not add any more than a very general kind of policy 
statement to the Executive, when it is finally analyzed. 

Mr. Berts. Well, then, am I correct in assuming that under the 
Senate bill, the President would have authority to control the alloca- 
tion of strategic materials in the civilian market? 

Mr. KaLrensBacu. Yes, that is in section 101 (b) of the bill. That 
reads— 

The powers granted in this section shail not be used to control the general 
distribution of any material in the civilian market, unless the President finds: 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such degree as to create 
appreciable hardship. 

There are a few instances like nickel, for example, where under 
101 (b) he can go ahead and allocate in the civilian market. 

Mr. Berrs. Am I correct in recalling that the President in his 
state of the Union message, said that materials controls should be 
limited to defense requirements? 

Mr. Kavrensacu. Who said that? 

Mr. Berrs. The President. 

Mr. Kavtrensacu. The President said that, and then he added ex- 
cept for a few scarce materials, and section 101 (b) is supposed to take 
care of those few scarce materials. 

Mr. Berts. Is nickel one of them? 

Mr. Kattensacu. Nickel is one of them. 

Mr. Berts. Who says what the scarce materials are? 

Mr. Katrensacu. Under the law, the President, and he has dele- 
gated all his powers to various people, to the head of ODM, in general. 

Some of that power has deen delegated to NPA, which is a branch 
of the Department of Commerce. 

In this case, the Administrator of NPA, subject to such supervision 
as might be given by the Department of Commerce, and as to what 
direction might come from ODM, would determine which materials 
would be scarce. 

Mr. Berrs. What part does the Department of Commerce have in 
the determination or allocation of materials? 

Mr. Katrensacnu. Well, they have the whole thing right at the 
moment. They have been delegated this power from ODM. 

Mr. Berrs. How much of a staff in the Department is used in the 
determination of strategic materials requirements? 
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Mr. Kaurensacu. I will ask Mr. McCoy to tell you that. 

Mr. McCoy. It would be difficult to tell you how many in this par- 
ticular instance. 

We have had, at the peak of the NPA, which is a part of the De- 
partment of Commerce, a total personnel of 4,700, roughly, adminis- 
tering the controlled materials plan and other functions. That num- 
ber has now been reduced to roughly 1,100 or 1,200 people, and will 
be further reduced after the 1st of July. 

In this particular instance, here, of scarce materials, they are all 
concentrated in one division of the National Production Authority, 
the ferro alloys section of the iron and steel division. There are 
roughly 75 people in that division who allocate these scarce materials, 
and among that 75 are the experts from industry, and others who make 
determinations of the kind you have in mind. 

Mr. Mumma. Are these WOC included in the 75? 

Mr. McCoy. Yes, sir. 

Mr. Berts. Your Department is at present engaged in allocation 
of strategic materials so far as civilian consumption is concerned? 

Mr. McCoy. Only in those very scarce materials, primarily nickel, 
cobalt, and columbium. All other materials are not allocated after 
July 1 to the civilian economy. 

Mr. Berrs. Who determines that they are not allocated? 

Mr. McCoy. The determination has been made by the Department 
under delegation of authority from the President through the Office of 
Defense Mobilization, and the determinations are made in accordance 
with the criteria now set forth in the act. 

Nickel, for example, which you have heard about, where the direct 
military consumption, plus stockpile, is about two-thirds, a little less, 
of the total supply, we consider that to be a material in short supply, 
due primarily, you see, to the impact of the military requirements. 

Steel, on the other hand, is not considered to be a material in short 
supply, since the total military requirement—there is no stockpile— 
runs in the neighborhood of 15 percent for direct military consumption. 

We consider that not in critical supply, and, therefore, it is not 
allocated in the civilian economy. 

Mr. Berrs. So far as the control of an allocation of materials in 
the civilian market is concerned, this bill carries on the authority that 
the Devartment has at present, is that correct? 

Mr. McCoy. Yes, sir. 

Mr. Berrs. No restrictions at all? 

Mr. McCoy. Pardon me? 

Mr. Berrs. No restrictions at all? 

Mr. McCoy. Yes, sir; the restrictions as cited in 161 (b). 

Mr. Berrs. But nobody other than that? 

Mr. McCoy. No, sir. 

Mr. SuHearrer. Mr. Chairman, we have a report on the nickel 
situation here that is restricted information. We would be perfectly 
willing to turn it in to the chairman in executive session, provided 
for the information -of the Congressmen, on the committee, provided 
the report were returned to us. I think that would be essential. 

Mr. Berrs. Just to go on a little further. Is there any authority 
in the bill which would specify to the user what use he can make of the 
material? 
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Mr. McCoy. No, sir. Those are set forth in the regulations issued 
under the authority of the act. 

Mr. Suearrer. But there are use orders. 

Mr. McCoy. Yes. There are use orders. 

Mr. Berrs. Where is that in the bill? 

Mr. Katrenspacn. Under the allocation powers. Under that 
section 101 (a), the authority is given to allocate materials and 
facilities in such manner and upon such conditions and to such extent 
as the President deems necessary or appropriate to promote the 
national defense. 

Those are substantially the words which were used in World War 
II, and those words were construed, and have been construed under 
this act, to give all kinds of powers over the control and production 
of a material. 

Mr. Berrs. So that section 101 (a) under this act, or under this 
authority, allows your Department to specify to a user how he can 
use a strategic material. 

Mr. McCoy. That is right. 

Mr. Kavrensacu. Well, we can prohibit the use. 

We can say, ‘You cannot use nickel-bearing stainless steel to make 
an ash tray,” for instance. 

Mr. Brrrs. You mean to say you can do that? 

Mr. Kaurennacu. You can do that, yes. 

Mr. Berrs. And that authority is delegated to your Department 
by the President? 

Mr. Kaurensacn. Yes, sir. 

Mr. Suearrer. | might say that the use orders are among the 
orders that the Department likes the least, and it is the policy of the 
Department to dispense with the use orders progressively, as rapidly 
as possible. 

Mr. Berrs. To what extent are those use orders being used at 
present? 

Mr. Suearrer. Mr. McCoy can answer that. 

Mr. McCoy. There are use orders on nickel—primarily the prin- 
cipal restrictive order on the use of a material is the order we call 
M-80, which restricts use of nickel for a great many products. 

Mr. Bers. And right there is the point where you assured Dr. 
Talle that you were going to relinquish that authority as fast as pos- 
sible, is that correct? 

Mr. McCoy. Well, the use order, as we are speaking of it now, has 
to do with what nickel can be used for. 

Mr. Berrs. That is what Dr. Talle had in mind, 1s that not mght? 

Mr. McCoy. But with respect to vour question, however, nickel- 
bearing stainless steel is permitted to be used in the manufacture of 
dairy equipment to the extent that the parts are intentionally in con- 
tact with the milk. There is no restriction on the use of that material 
for that particular purpose. 

Mr. Bers. But it all goes back to this section 101 (a). 

Mr. Tate. If vou will vield to me, Mr. Betts, my concern was 
primarily about this: That the dairy industry be not impeded in its 
operations because of being denied necessary machinery, and nickel is 
very important in the equipment used in that industry. I want the 
dairy industry to have its fair share of the 36 percent available for 
civilian uses. 
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The CHatrmMan. Will vou vield to me, Mr. Betts? 

Mr. Berrs. Yes, sir. 

The Cuarrman. I had a conference with the representatives of the 
manufacturers of dairy equipment awhile ago, and they had hoped 
that some language would be in the Senate bill to correct that situation. 

I think they are satisfied with the language in the Senate bill. 
They have been in touch with you, I believe, with respect to that, 
Mr. Sheaffer. And | understand there were provisions in that respect 
included in the Senate bill. 

Mr. Tatur. Mr. Chairman, am I right in this, that the dairy people 
will be heard Monday? 

The Cuarrman. They will be here Monday, ves. 

Mr. Tauzir. Should what you say, Mr. Chairman, not be entirely 
correct, then we would expect the dairy industry to come forward 
with suggestions when they are heard next week. 

The Cuarrman. I do not think they will be very hesitant about it, 
Mr. Talle. 

Mr. Bervs. I am glad to hear your remark, Mr. Sheaffer, that the 
Department is not desirous of going wild on the use of this authority 
to control in the civilian market. 

Mr. Oaxman. Mr. Chairman, I think the gentleman might accept 
the amendment, ‘‘The Department as presently constituted.”’ 

The Cuarrman. Are there further questions? 

The memorandum on nickel that you referred to will be retained 
by the committee for its use in executive session. We will try to keep 
that as confidential as possible. 

Mr. Suearrer. Yes, sir; it is for use in executive session and no 
reproduction can be made of it. 

The Cuarrman. I understand that. You will get it back. 

Mr. Suearrer. Thank you, sir. 

The Cuatrman. Are there further questions? 

If not, we are very glad to have had you appear before us, Mr. 
McCoy, Mr. Kaltenbach, and Mr. Sheaffer, and the committee will 
adjourn to meet Monday morning at 10 o’clock. 

(Whereupon, at 12:15 p. m., the committee adjourned to meet at 
10 o’clock, Monday, May 25, 1953.) 
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Hovusr or REPRESENTATIVES, 
CommiItTrEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott, 
chairman, presiding. 

Present: Messrs. Wolcott, Talle, Kilburn, McVey, Merrill, Spence, 
Brown, Deane, and O'Hara. 

The CuatrmMan. The committee will come to order. 

We will proceed with the hearings on 8. 1081. 

We have up this morning the question of section 104, 

We have with us Mr. Howard Gordon, Administrator, Production 
and Marketing Administration, Department of Agriculture. 

Mr. Gordon, we are very happy to have vou proceed as you wish. 


STATEMENT OF HOWARD H. GORDON, ADMINISTRATOR, PRO- 
DUCTION AND MARKETING ADMINISTRATION, UNITED STATES 
DEPARTMENT OF AGRICULTURE, ACCOMPANIED BY ROMEO E. 
SHORT, DIRECTOR OF FOREIGN AGRICULTURAL SERVICE, AND 
OTHER MEMBERS OF THE STAFF 


Mr. Gorvon. Thank you, Mr. Chairman. 

As vou know, Mr. John Davis, President of Commodity Credit was 
supposed to have presented this testimony but he was called out of 
town. 

Mr. Romeo Short, head of the Foreign Agricultural Service of the 
Department was good enough to come up with me to answer any 
questions and | would appreciate it if you would let him sit with me. 

The CaarrmMan. We are very glad to have him. 

Mr. Gorpon. I| appreciate this opportunity to testify before your 
committee with respect to the Department of Agriculture’s views on 
S. 1081, a bill “to provide authority for temporary economic controls 
and for other purposes.” 

On May 21, Arthur S. Flemming, Director, Office of Defense 
Mobilization, appeared before your committee and informed you 
of the administration’s position with respect to this bill. 

In order to avoid needless repetition, | will confine my testimony to 
certain features of the bill which directly affect our operations in the 
Department of Agriculture. 

As Mr. Flemming reported to you, the administration favors 
extension of the authority to allocate materials and facilities for the 
national defense until June 30, 1955. 

The Department of Agriculture is charged with the responsibility 
of safeguarding the Nation’s food and agriculture supply. Although 
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there should not be many cases where it will be necessary to use the 
allocation authority to meet high priority defense needs, it is essential 
that this authority be continued so that we will be in position to ade- 
quately meet our responsibilities under the defense program. 

S. 1081 would permit section 104 of the present Defense Production 
Act of 1950, as amended, to expire on June 30, 1953. This action was 
recommended by the Secretary of Agriculture as stated in his testi- 
mony before the Dairy Subcommittee of the House Agriculture 
Committee on April 14, 1953. 

We in the Department of Agriculture are vitally i:terested in the 
broadening of foreign markets for our farm products. This is par- 
ticularly important to us in the operation of programs of the Com- 
modity Credit Corporation. Some of our major commodities such 
as wheat, cotton, and tobacco are dependent upon export markets 
to a very great extent. The large stocks of agricultural surpluses 
held by the Government and by the trade have resulted in substantial 
part from a decline in exports. Therefore, with respect to such 
commodities we want to encourage trade conditions which will pro- 
mote increased exports. 

On the other hand, some of the commodities included in our price 
support and marketing order programs are subject: to substantial 
import competition. In certain cases the price support level is sub- 
stantially above the world market price, even after allowance for the 
customs duties assessed against imports. When that is the situation, 
imports are attracted to this country from much of the world, includ- 
ing areas whose products would normally be exported in whole or in 
part to other countries where they may be badly needed. 

When we seek to limit the effect of this influence, we are simply 
seeking to diminish or avoid the distortion of trade resulting from an 
artificial influence, such as a price support program. 

In recognition of the fact that imports can interfere with the opera- 
tions of the Department’s programs, the Congress enacted section 
22 of the Agricultural Adjustment Act. 

This section provides for the imposition of import quotas or import 
fees whenever imports of any agricultural commodity or product 
thereof render or tend to render ineffective or materially interfere 
with any price support or other Department program. 

Although section 22 was originally enacted in 1935, it was used 
very little. It calls for an investigation by the Tariff Commission 
and a determination by the President after recommendation by the 
Secretary of Agriculture. We believe that section 22, properly and 
promptly administered, can provide the necessary protection for our 
domestic agricultural programs. In addition, section 22 permits that 
to be done in a manner more consistent with our international obliga- 
tions. 

Because of the failure of the executive branch in the past to admin- 
ister section 22 in such a manner as to achieve the objectives of its 
enactment, Congress enacted section 104 of the Defense Production 
Act. This section applies only to certain fats and oils, butter, cheese 
and other dairy products, peanuts, and rice and rice products. 

Had it not been for the import restrictions imposed under section 
104, large quantities of butter and other dairy products would unques- 
tionably have been imported. These imports would have displaced, 
in the domestic market, corresponding quantities of domestically 
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produced products which would have been tendered to Commodity 
Credit Corporation under the support program. 

We would have been obliged to purchase not only our own domes- 
tically produced surplus, but also quantities equal to all of these 
products that foreign countries chose to ship to us at prices just 
below the support level. 

Without these controls, the milk and butterfat price-support  pro- 
gram could not possibly have been operated without much greater 
losses than are presently in prospect. 

Section 104 has been subjected to severe criticism on the ground 
that the procedure is arbitrary in character; and it has been the 
source of much friction in international relations. Section 104 applies 
to only a limited number of commodities, and there are other com- 
modities, such as wool, that need similar protection for their priee- 
support and other programs. Procedure of general applicability to 
agricultural commodities is preferable to a procedure limited to a 
selected list of commodities. 

Furthermore, section 104 goes beyond what is needed to afford 
protection to price support and other department programs. Only 
1 of the 38 criteria for restricting imports mentioned in the section 
relates to price-support programs. 

The other two criteria relate to impairing or reducing domestic 
production or interfering with orderly domestic storing and marketing 
operations. 

This additional authority may have been desirable early in the 
emergency period but as a continuing authority, it is not needed. 

Section 104 was enacted as a temporary measure and carries a 
definite expiration date. 

The problem of protecting price support and other programs against 
excessive imports is not a temporary one. Therefore, this problem 
should be handled with permanent legislation rather than a temporary 
basis. 

We feel strongly that Congress intended section 22 to be used, and 
used effectively, whenever necessary to protect price support and other 
programs. The statutory history clearly so indicates. If commodi- 
ties which are susceptible to import competition are supported in price 
or if marketing is limited by marketing orders, marketing quotas or the 
like, the quantity of the domestic product withdrawn from the market, 
in the absence of such controls, will simply be replaced by imports of 
like competitive products from abroad. 

Such imports impair or destroy the effectiveness of the Depart- 
ment’s programs and prevent American growers from deriving the 
benefits the programs are designed to afford them. 

With increasing competition appearing from abroad and with 
increasing surpluses developing in this country, the future success of 
many of our programs is largely dependent upon the existence of 
adequate machinery for import controls and its prompt and effective 
utilization in all proper cases. 

The President’s authority under section 22 covers all agricultural 
commodities, and products thereof, for which the Department of 
Agriculture has a program. 

Moreover, it is embodied in permanent legislation. 

The problem is not a temporary one; it will be with us as long as we 
have any programs that keep our domestic prices above the world 
level. 
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The Secretary of Agriculture is charged with the formulation and 
and administration of price support and other programs. 

It seems only fair and just that his recommendation with respect to 
interference with one of his programs should be subject to the review 
of an independent investigating body such as the Tariff Commission. 
A proceeding before the Tariff Commission is well suited to the 
development in an orderly manner of all relevant and material facts. 

The Tariff Commission has had long experience in the conduct of 
the type of investigations that are appropriate for section 22 actions. 

I am sure you all know that at the request of the Secretary of 
Agriculture, the President has asked the Tariff Commissioa to inves- 
tigate the need for continued import controls under section 22 on 
those commodities which are now restricted under section 104. 

The Tariff Commission has acted promptly on this request and has 
already completed its public hearings on these commodities. 

It is expected that the Tariff Commission will finish the investiga- 
tions and make its recommendations to the President in sufficient 
time to permit an orderly transition of import controls from section 
104 to section 22. 

With respect to the provision of S. 1081 relating to temporary 
emergency price, wage, and rent ceilings, Mr. Flemming already has 
pointed out to your committee that the question of whether or not 
the President should be given authority to impose a 90-day freeze on 
prices, wages, and rents should be decided on the basis of whether or 
not the Congress, in its judgment, could act quickly enough to grant 
such an authority in the event of an emergency. 

In the event such a provision is included in the bill approved by your 
committee, we urge retention of the section added by the Senate 
relating to the minimum levels at which ceilings can be imposed on 
agricultural commodities. 

That section prohibits ceiling prices on any agricultural commodity 
at less than the higher of (1) the price prevailing before the freeze, or 
(2) parity price. The section is somewhat similar to the provision on 
this subject now included as section 402 (d) (3) of the Defense 
Production Act of 1950, as amended. 

In the absence of such a provision, a general price freeze of the 
tvpe authorized under S. 1081 could create production and distri- 
bution problems in agriculture. 

This would result because agricultural prices could be frozen at levels 
which would result in an unfavorable relationship between prices of 
agricultural and nonagricultural commodities, as well as an improper 
relationship among the various agricultural commodities. Congress 
has determined that parity price is a fair goal for agriculture. This 
roal has been recognized both in existing agricultural price support 
Leidatine and past price control legislation. 

The problems which could arise, even during a temporary freeze 
of 90 days, are such that we believe that specific authority should be 
included under 5. 1081 to prohibit ceilings on agricultural commodities 
at less than parity price. 

From the standpoint of our agricultural programs we concur in 
Mr. Flemming’s views that the price freeze authority now incorporated 
in 8S. 1081 would be difficult to administer because of eliminating the 
provision granting the President authority to make exemptions, 
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suspensions or adjustments, included in the bill as reported to the 
Senate. 

Experience has indicated that certain agricultural commodities, 
particularly perishable commodities with a wide seasonal price varia- 
tion, are not readily susceptible to direct price control. 

Also, it is impractical to control prices of many agricultural com- 
modities at certain distribution levels, such as the farm level. 

This statement is based on a hurried review of S. LOS1 as it passed 
the Senate. 

In the event that we have any further views we will forward them 
to the committee as quickly as possible. 

The Cuatrman. Thank you, Mr. Gordon. 

Are there questions of Mr. Gordon? 

Mr. Mr. Chairman. 

The Mr. Talle. 

Mr. Tatie. Mr. Gordon, on page 3 of your statement, you state 
“Had it not been for the import restrictions imposed under section 104, 
large quantities of butter and other dairy products would unques- 
tionably have been imported.” 

‘It is not true that large quantities were imported in spite of section 
104? 

Mr. Gorpon. Well, I do not know what you mean by large quanti- 
ties. As compared with the quantities that we got under the price 
support program, but of course there were substantial quantities per- 
mitted under the quotas set up. 

Mr. Tauie. Perhaps | should deal with it in a different manner. 
Is it not true that certain products were imported in large quantities 
between 1950 and 1952, which brought about a situation in which 
producers of milk in this country turned to the making of butter, 
because imported products were used for manufacturing certain prod- 
ucts which the milk otherwise would have been used for? 

Mr. Gorvon. I would like Mr. Norton to answer that question. 
He is head of the Dairy Branch. He is more familiar with the subject 
than I am. 

Mr. Norron. Sir, butter was embargoed under 104. 

Mr. Pardon? 

Mr. Norton. Butter was embargoed. There were no butter im- 
ports into this country under 104. The conference report on 104 
indicated the desire that when a type of cheese was not competitive, 
it should not be restricted—such as Switzerland swiss, and Roquefort 
which they mentioned. 

In the case of other types of cheeses, quotas were established because 
it was felt that they were competitive with cheeses made in this 
country, and the quantities admitted would be within the three criteria 
of 104. 

Mr. Tauue. Yes, I was a member of that conference that lasted 
almost through the night before we finally agreed on a report. But 
what I am after is this: Is it not true that dry milk and other products 
were imported in large quantities, despite section 104? 

Mr. Norton. Yes. 

Mr. Tate. Actually contrary to what the law provided? Is that 
not true? 

Mr. Norton. I do not know, sir, that it was contrary to what the 
law provided. It was felt in the administrative decision that those 
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quantities let in would not interfere with the price support program 
as stated under the criteria of the act. 

Mr. Tauie. But is it not true that there was a tremendous increase 
from 1950 to 1952? 

Mr. Norvron. In the import of dried milk powders? 

Mr. Tauuie. If I remember correctly the poundage was about 
26,000 in 1950, and over 33 million in 1952. 

Mr. Norvon. Dried whole milk and dried butter milk powder; 
yes, sir. 

Mr. Tatue. And because of that increase, the outlet that the dairy 
men had then for their milk was to butter, because of the dried 
whole milk coming in, and that is why we have the large butter 
surplus. 

Mr. Norron. Dried whole milk and dried buttermilk was em- 
bargoed in March of this year. 

Mr. Tauue. That is locking the door after the horse is stolen. 
The point is that the law was not enforced, and when you have a 
jump from 26,000 pounds to over 33 million pounds, that is a gigantic 
stride, 1 would say. So there is a clear case of nonenforcement of 
the law. 

The trouble was not in section 104. The trouble was that there 
was not proper enforcement of section 104. 

Now turning to page 4 of your statement, Mr. Gordon, I quote 
again: “Section 104 was enacted as a temporary measure and carries 
a definite expiration date.” 

That is correct, is it not? 

Mr. Gorvon. That is correct. 

Mr. Tauue. That is also true of our Reciprocal Trade Act, is it 
not? And I believe the President has recommended that the 
Reciprocal Trade Act be continued for a vear in order that it might 
be studied. 

Mr. Gorpon. Yes. 

Mr. Tatir. Would it not be a good idea to enact section 104 for 
another vear and give some study to it, too? 

Mr. Gorpon. Well, our position is that that would depend entirely 
on how well section 22 is administered. That is, if it were effectively 
and efficiently and promptly administered, that it would do on a 
permanent basis what section 104 does on an emergency basis. 

Mr. Tatur. 1 remember Mr. Holman’s objection last year to 
section 22. It works very slowly. 

Mr. Gorvon. It has worked very slowly; ves, sir. 

Mr. Tauue. And of course that can be very disastrous to an indus- 
try. We might have a repetition of another horse stolen before the 
door is locked. That is what I am fearful of. And it would appear 
to me to be the part of wisdom to carry it on for another year, and 
during that time we could look into what the Tariff Commission has 
proposed, and we could glide from the one into the other, if need be, 
without any rough treatment toward the dairy industry. That is 
the way it looks to me. 

Mr. Gorpon. I think Mr. Short would like to comment on that. 

Mr. Tauue. I would be glad to hear you, Mr. Short. 

Mr. Suorr. You are familiar, of course, with the fact that the 
President asked the Tariff Commission to make a study of all the 
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commodities under 104, and they held hearings on the dairy products 
on the 5th and 6th of this month, and on the 7th on other products, 
and he asked the Commission if possible to make its report by June 
1 in order there would be ample time to take action between June 1 
and the expiration of the act. 

Not only the President but the Congress will then have some 
opportunity to see whether or not section 22 can work effectively, 
particularly on these commodities. This will give the Congress and 
the President plenty of time to decide whether or not effective action 
cannot be gotten under section 22. And we are very hopeful that 
the Tariff Commission will be able to make its report by June 1. 

Mr. Tauie. Do you not think, Mr. Short, that it would be better 
for the dairy industry to have the assurance that lies in section 104 
until it is possible to examine with great care what the Tariff Com- 
mission has come up with? I do not know anything about their 
findings. 

I do not have the slightest idea of what they are proposing. 

Mr. Suorr. As Mr. Gordon has said, and as the Secretary has 
said, actions under 104 are arbitrary, and tend to harm our total 
interest in export markets. Agriculture, after all, is an export indus- 
try in this country. We feel that effective import control measures 
can be had, but in the interests of our total trade it would be much 
better if we can work these things out in the framework of interna- 
tional agreement. We think that is what Congress intended with the 
passage of section 22, and I believe there is evidence of the fact that 
the administration is making an effort to be prompt in its action 
regarding such matters as agricultural price-support programs. 

If that could be done, Mr. Congressman, I think the overall benefit 
to agriculture would be much greater. We would be able to work in 
the interests of mutually beneficial and expanding trade. As you 
know, we have had a declining market in agriculture now for some 
2 years, and we are piling up some tremendous surpluses of agricul- 
tural commodities that are having an overall effect upon the market. 

Furthermore, due to technological development in this country, 
all farmers, whether export producers or not, have a tremendous 
interest in maintaining a maximum flow of agricultural products 
abroad. 

If our markets dry up, the 50 or 60 million acres that have been 
producing for export could be utilized by efficient farmers in this 
country to compete with those farmers, such as our dairy farmers, 
who are producing primarily for the domestic market. 

So I do not think you can think of these things in regard to a specific 
commodity. You have got to look at this from the standpoint of the 
overall, for the benefit of all farmers, including dairy farmers and live- 
stock producers, who primarily produce for the domestic market. 

Mr. Tauue. I think if I were a dairy farmer now, as I once was, 
that the overall benefits would rather frighten me, because I fear the 
dairy industry would be pretty well lost in that overall picture. 
They would rather have something that gives them some assurance of 
a continuous and successful business, rather than to be sacrificed on 
the altars of an overall pictur?. 

Mr. SHorr. I was not making that suggestion, Mr. Congressman. 
I was merely stating that we feel, as the Secretary has testified that if 


| 


8S DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


section 22 could be made effective, and effectively administered, then 
the proper protection could be given to commodities such as dairy 
products, which find themselves in a difficult position. But if it is 
done within our international agreements framework, it would be 
looked on very differently by our allies than if we did it under 
section 104. 

Mr. Taunus. Tread in a rather good dairy journal the other day that 
the dairying industry does not make a lot of money, but it is a steady 
industry. 

It gets along in bad times. It does not do extremely well in good 
times. 

It is a more or less steady industry that acts as a balance wheel in 
the field of agriculture. 

Is that true, Mr. Shert? 

Mr. Suorr. Well, Lam not a dairyman, Mr. Congressman, but I do 
have some dairy neighbors. I think that is largely true. It has been 
a very stable industry and a very fine mdustry. Of course at this par- 
ticular time it has some real problems confronting it, not only in 
foreign markets, but in the domestic field itself. 

As you know, we are consuming less dairy products than we did at 
the peak of our consumption, something that I am quite certain the 
dairy industry is fully cognizant of, and I am very happy to report as 
you probably know, that the industry has taken upon itself the respon- 
sibility of giving greater attention to its marketing problems in the 
very near future. 

You are probably familiar with the meeting the Secretary has had 
with the dairy industry, and the enthusiastic support for a program to 
attempt to do more in the research field in an effort to promote domes- 
tic markets. 

I would like to add that I think there is real opportunity, under the 
new processes, of developing some export markets in the dairy industry. 
This is evident from the imports and exports that we have had over 
the past several years. | am sure the dairy industry is not overlooking 
that opportunity either. From information coming to our office there 
are possibilities in that field. 

Mr. Tatty. Would it not appear that an industry that does not 
make excessive profits in what we might call good times, but at the 
same time survives in bad times, has a very fine balancing effect on 
agriculture as a whole, if I may go back to the overall picture? 

Mr. Suorr. That is correct, of course there are two primary factors 
that determine the prosperity of American agriculture. First, we 
need well-distributed income in the United States. We certainly 
have that at this time. Second, we need reasonable markets abroad 
for our surpluses, which have been badly needed in some parts of the 
world. 

There are two sources of difficulty, it seems to me, if exports decline. 
I am a beef producer myself. We consume most of the meat that is 
produced in this country, and I recognize, and I know the dairy 
industry does, that if for any reason our foreign markets should drop 
off, the health-producing foods, or what we call the protective foods, 
may have a double interest in this problem. Anything that might 
affect employment in this country by reducing certain markets of 
industry, would also have an effect upon our domestic market. 
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Secondly, as I said a moment ago, the agricultural producers for export 
will shift to the field of meat and dairy production. 

Not only does agriculture have an interest in this foreign trade 
picture, but industry has a very direct interest. It seems to me that 
we should today have a very broad view in regard to this whole matter 
of international trade, particularly in agriculture, because whenever 
it begins to affect the mcome of labor in this country, then it also 
affects the market for protective foods, which may be some of the 
first to suffer from the standpoint of falling off of income of the urban 
population. 

Mr. Tate. When statistics are offered at the present time as to 
exports, are they measured against statistics that included, in other 
years, large giveaway quantities? 

Mr. SHorr. Well, of course the agricultural exports have averaged 
some $34 billion over the past several vears. Last vear they were 
something over $4 billion. 

Those figures, of course, include any agriculture products pur- 
chased by grant dollars, dollars that were granted or by reason of 
loans or something of that character. 

It is significant, however, that a few vears ago a very large percent 
was paid for by granted dollars. 

Last year that amount was reduced to something less than 20 
percent. Great progress has been made in the last few vears in the 
ability of our friends to purchase agricultural products. 

Of course that is not too difficult to understand when we realize 
that total exports of goods and services from this country have been 
in the neighborhood of $20 billion in the past vear, as compared to 
the purchase of goods and services of about $15 billion. 

Our total possibility of exports is the amount that we purchase from 
abroad, in goods and services, plus whatever grants are made, to 
balance the trade picture. 

Mr. Anderson, of the Commerce Department, testified before one 
of the committees of the Congress that our favorable balance of trade 
was some $120 billion since World War I. This was made up either 
through grants or loans, private or public, or the purchase of metal, 
in that period of time. This indicates what has happened in America 
since we became a creditor Nation, and no longer have debts to service 
or to pay to make up the difference of our balance of trade. 

Since we became a creditor Nation of course we have had to make 
that up through grants or loans, or the flow of capital helps, or in some 
other way. 

We are in a very much different position as a creditor Nation than 
we would be if we were still a debtor Nation. Therefore, our total 
trade, industrial and agricultural, is going to be dependent entirely 
upon our purchases of goods or services or loans or capital transfers 
from now on out. 

Therefore, we feel very definitely that the President’s request for 
extension of the reciprocal trade program and the appointment of a 
commission to go into this situation is a very happy one, and the 
Congress, joining with the Executive branch of the Government, will 
really make a careful analysis of the whole trade picture. It is impor- 
tant not only to our whole economy but important from the stand- 
point of our national security in working with the free nations of the 
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world in this politically difficult situation we find ourselves in at the 
moment, 

Mr. Tantus. Mr. Gordon, will vou supply for the record the statis- 
tics showing what has happened since 1950, the year the law was 
enacted, under section 104? 

Mr. Gorvon. Yes, sir. 

Mr. Tanne. Since the period is not long, perhaps that could be 
supplied for the record, Mr. Chairman. 

The Cuatrman. If Mr. Gordon can supply it, that may be done. 

Mr. Gorvox. Are you referring to total picture on imports or just 
to dairy products? 

Mr. Taucue. I have in mind dairy products in particular. 

Mr. Gorpon. Dairy products in particular? 

Mr. Tauxe. I suggest butter, fats and oils, and other products like 
dried whole milk that are important in the dairy industry. 

Mr. Gorvon. We will be very happy to do that. 

(The information referred to is as foilows:) 


Imports—Commodities controlled under sec. 104, Defense Production Act, calendar 
- 
years 1950-52 


Commodity Unit | 1950 | 1951 | 1952 

Cheese: 
Italian (6 varieties cows’-milk cheese) .| Pounds. 585, 060 6, 515, O61 6, 959, 980 
Italian (2 varieties Pecorino and sheeps’-milk |...do...-..| 18, 071, 375 9, 625, 640 12, 715, 242 

cheese) .! 
a 3, 491, 837 5, 048. 520 3, 022, 495 
Edam and Gouda_- 3, 755, 254 4, 333, 051 3, 584, 790 
Roquefort ! nr ae | __ ee 1, 640, 900 1, 688, 186 1, 814, 657 
Emmenthaler (swiss)!___ 6, 922, 789 7, 847, 837 7, 561, 007 
Gruyere 1, 489, 708 1, 624, 843 2, 781, 034 
Bryndza, Goya, and other ?__...._........-..|--.do__-- 3, 939, 179 3, 579, 980 4, 207, 607 
— my! — | 1 54, 551, 506 43, 562, 560 56, 838, 342 

Malted milk and mixtures__-- 33, 694 408, 497 5, 208, 713 
Dried whole 24, 478 9, 045, 742 37, O11, 528 
| 538, 700 1, 610, 020 12, 551, 246 
180 3, 540 225, 716 
Nonfat dry milk solids.....................-. |- a 2, 501, 811 1, 031, 413 568, 800 

Oils and oilseeds: | 
| 112, 483, 964 30, 153, 798 29, 868, 847 
shelled and 11, 850 2,777 0 
| Pounds--_- 68, 861 35, 853 8, 545 


! Decontrolled. 
2 Decontrolled except for processed Cheddar and processed Blue Mold. 


The CuatrmMan. Mr. Brown. 

Mr. Brown. Mr. Gordon, can a dairy farmer get the same protec- 
tion, under section 22 that he now gets under section 104 of the 
Defense Production Act? 

Mr. Gorpon. It is my understanding that he can, the question 
being how quickly and efficiently and effectively it is administered. 

Mr. Brown. Well, evidently, Congress thought there was some good 
reason for passing section 104. 

Mr. Gorpon. I think that reason was the delay in the use of section 
22 in the past. 

Mr. Brown. Well, we may be confronted with the same delay again. 

Mr. Gorvon. Well, as I indicated in my statement, we feel that the 
Tariff Commission’s activities recently would indicate that there will 
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be a substantial change in that respect, and that they will give prompt 
consideration to these matters, and as Mr. Short pointed out, we 
should know by early June whether that is true or whether it is just 
wishful thinking. 

Mr. Brown. It might be a very good idea to hurry them up. This 
bill will come to the floor of the House soon. 

Mr. Gorvon. Yes, sir. 

Mr. Brown. We want to see the dairy farmers protected, just as 
the other farmers are. That is all. 

The CHarrmMan. Are there further questions? 

Mr. Merritt. When you talk about these delays that interfere 
with section 22, doing the job that 104 is also designed to do, are those 
delays administrative delays caused by lack of prompt action or are 
they delays inherent in the machinery that the law sets up? 

Mr. Gorpon. I think primarily lack of prompt action. The pro- 
cedure may be a little slower, in fact it would be somewhat slower, but 
it is primarily lack of prompt action, as I understand it. 

Mr. Merrity. So that more by change of attitude on the part of 
personnel within the Department, than by any change of law, you will 
get more prompt action? 

Mr. Gorvon. Not within the Department. Within the Com- 
mission. 

Mr. Merritt. Within the Tariff Commission? 

Mr. Gorvon. Yes, sir. 

Mr. Suorr. In order to make it clear, the Tariff Commission acts 
upon a request from an administrative branch of the Government. 
In dealing with agricultural programs, the administrative branch of 
the Government can request action, and then the Commission acts, 
and then the President, under section 22, has the authority to review 
their recommendations and actions, and take such action as he sees 
fit under the circumstances. 

Mr. Merrizu. As | understand the act that we are considering here, 
it is primarily an act to make sure that the war industries have proper 
resources with which to produce arms, and that any interference, 
undue interference, with the civilian economy, caused by the defense 
effort, will be cared for. 

Now, in case of the commodities covered by section 104, haven't 
we reached the point with those commodities where it is not a matter 
of having adequate supplies for defense purposes, but rather it is the 
problem of actually protecting a section of agriculture from the normal 
hardships that the price-support program is designed to protect 
against. Am I right on that or not? 

Mr. Gorvon. I would say so; yes, sir. 

Mr. Merritu. So that, looking at it from the standpoint of drafts- 
manship, if nothing else, wouldn’t it be true that agricultural com- 
modities, at the present time, have no particular place in a defense 
production act, and looking at it from the standpoint of the committee, 
this committee that is charged with the responsibility for control 
under the Defense Production Act, is not actually the Committee that 
should be making the decisions on the present problems of the dairy 
industry, and so on, but rather it is the Committee on Agruculture 
that should be making the decisions with reference to the present 
problems. Am I right on that? 
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Mr. Gorpon. Well I am not familiar enough with your committee 
set-up to answer that question, sir. What would you say, Mr. Short? 

Mr. Suorr. I think that is a matter for the Congress to determine. 

Mr. Merrity. I am sorry, that was an embarrassing question. 
You shouldn’t answer it, I suppose. 

The thing I am trying to get at is this: As I understand it, the com- 
modities covered by section 104 now face the same kind of problems 
that all agricultural commodities face, the problem of trying to keep 
the price up so that there will be reasonable prosperity within that 
phase of agriculture. 

Are there any problems in the commodities covered by section 104 
at the present time, that are any different from the general problems 
of agriculture, that would require that these few commodities covered 
by section 104 be given special attention under a defense production 
act, rather than being given attention only in the general agricultural 
act? 

Mr. Gorpon. That is essentially correct. I think perhaps they are 
a little more acute right at the moment with respect to dairy products, 
but essentially you are correct in your statement. 

Mr. Merritt. You have indicated—and I am frank to admit I 
don’t know too much about section 22—you have indicated that the 
existence of section 104, and the application of that section, as it is 
designed to be used, would interfere with the Government’s whole 
program with respect to exports and imports of agricultural products. 

Now in what way would the use of section 104 actually interfere 
with your total program? 

Mr. Gorvon. I think the point Mr. Short made a moment ago was 
that arbitrary action under 104—and it is arbitrary action compared 
with the approach of the Tariff Commission, tends to create animosi- 
ties in the countries to which we normally export, and retaliatory 
action on their part. That was the point behind that portion of the 
statement. 

Mr. Merritt. Is that arbitrary action within the discretion of the 
President of the United States? 

Mr. Gorpon. No, sir; that is a mandatory responsibility of the 
Secretary of Agriculture. 

Mr. Merritt. So that if section 104 is in there, regardless of what 
the administration may think, regardless of what the President might 
think, what the application of 104 might do to the total farm export 
program, still this Government would be compelled to take action 
under 104 if that section was in the act? 

Mr. Gorvon. Yes, sir. 

Mr. Merriuu. Regardless of what that might do in destroying the 
effects of the total agricultural export program, is that right? 

Mr. Gorvon. As we understand it, the Secretary has no choice but 
to invoke 104 and take that arbitrary action. 

Mr. Merrivu. Under section 22, do the commodities that are 
listed in 104 have as much protection as any other agricultural 
commodities? 

Mr. Gorpvon. It is my understanding that they do. 

Mr. Merri.u. So that if the machinery of section 22 is somewhat 
inadequate for the commodities listed in 104, it is also inadequate for 
all other agricultural commodities? 

Mr. Gorpon. Yes, sir. 
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Mr. Merritt. And then the repeal of 104 would only place those 
commodities listed in that section under exactly the same conditions 
with protection, with reference to imports, that all other agricultural 
commodities now enjoy; is that right? 

Mr. Gorpvon. I think that is a fair statement. 

Mr. Merrity. Repealing 104 would not discriminate the products 
listed in that section? 

Mr. Gorpon. The whole thing boils down, as I understand it, 
to the question as to whether section 22 can be promptly and effec- 
tively administered, in which case it certainly would replace completely 
the procedure now used under 104. 

Mr. Merriti. Permit me to perhaps expose my ignorance when I 
try to give an example, but as [ understand, wheat is running into 
some trouble, too. Wheat’s only protection is section 22; is it not? 

Mr. Gorpon. That is right, sir. 

Mr. Merriut. Would the dairy industry have the same protection 
that wheat would have, under section 22? 

Mr. Gorpon. | would assume so. 

Mr. Merritt. But in addition under 104, the dairy industry has 
protection that wheat doesn’t enjoy, is that right? 

Mr. Gorpon. Yes, sir. 

Mr. Merriuy. Passing from that over to the price freeze question, 
in your opinion, is the price freeze provision, which is now in the 
Senate bill, S. 1081, a provision that can be used effectively as it is 
now written? 

Mr. Gorpon. I would like Mr. Roberts to answer that question. 

Mr. Roperts. Yes, Mr. Congressman, we believe that the price 
provisions in the Senate bill could be carried out effectively. 

Mr. Merri.u. So far as agriculture is concerned? 

Mr. Roserts. That is right, with the addition of the provision for 
exemptions from the price freeze suggested by Mr. Gordon, and for 
not setting any price ceilings below the parity price, or the price 
that exists at the time of the freeze. 

Mr. Merrit. I don’t understand that. My idea of a price freeze 
is this: In the economy working without the price freeze, supply and 
demand have more or less dovetailed the various commodities into a 
pattern, so that the price they are then obtaining for those products 
causes them to flow into the channels where they are most needed. 
I think that is right, isn’t it? 

Mr. Roperts. Yes, sir. 

Mr. Merritt. Now the theory of a price freeze ordinarily would 
be that, for 90 days, everything is frozen, and theoretically production 
could move reasonably well for that 90 days under that structure, 
couldn’t they? 

Mr. Roserts. Yes, sir. 

Mr. Merritu. But as I understand it, agricultural commodities 
are not supported at parity. They are supported at a fraction of 
parity, I think. 

Mr. Roserrts. That is right. 

Mr. Merri.u. So that it is conceivable that when the price freeze 
goes into effect, agricultural commodities could be selling for a price 
substantially below parity, couldn’t they? 

Mr. Roserts. Yes, sir. 
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Mr. Merritt. Certain things are 90 percent. Others may be 
down to 75 percent. I don’t know. But theoretically commodities 
could be selling for as much as 25 percent below parity at the time 
the freeze goes into effect? 

Mr. Roserts. Yes, sir. 

Mr. Merrity. Now, in the first place, if you freeze everything in 
the economy except some essential agricultural products, and then 
during that freeze period you let those essential agricultural products 
go up 25 percent, while holding everything else to the freeze, it seems 
to me that what you are going to do is just bring a complete stoppage 
to production for the time—maybe not a complete stoppage, but you 
are certainly going to run into trouble; are you not? If a man is 
manufacturing a certain product, and he has been buying agricultural 
commodities to go into that manufacture for a certain time, and his 
sale price is suddenly frozen, yet his raw materials are permitted to 
rise 25 percent, is that going to produce the condition that we want 
during a price freeze or not? It seems to me that is almost going to 
stifle production of articles that have a raw material from agriculture. 
Am I right? 

Mr. Rosperrs. We feel that the President would need, as Mr. 
Flemming testified, authority to make certain exemptions, and those 
exemptions would not be confined to the agricultural commodities 
themselves, but also could be applied to the commodities that are 
processed from the agricultural commodities. 

Mr. Merrrinu. But at the present time, and under the present sug- 
gested legislation he doesn’t have that power, does he? 

Mr. Ropertrs. No; it is recommended that that authority for 
exemptions be added to the bill. 

Mr. Merritt. Then you are not satisfied with the Senate version, 
are you? 

Mr. Roserrs. That is right. We are not. 

Mr. Merrity. Then it is your view, isn’t it, that agricultural com- 
modities should be permitted, even during a freeze, to rise to the full 
parity price, and then that any change in price upon subsequent proc- 
essed articles be allowed to allow for that rise up to parity, is that right? 

Mr. Roserrs. We feel that provision should be made for apply- 
ing the price controls under standard provisions of the Price Control 
Act, which will work out those problems without creating disloca- 
tions during a temporary price freeze. 

Mr. Merritt. Then what that comes back to is a price freeze 
with unbridled discretion on the part of the President to make such 
adjustments as he deems necessary. Isn’t that what it comes to? 

Mr. Rorerrs. We feel that to avoid upsetting the flow of agricul- 
tural commodities during a temporary 90-day period, that there are 
certain of the perishable commodities in particular that would need 
to be exempted in order to continue the distribution of those com- 
modities. 

Mr. Merrrizy. Doesn't it get down to this, when we are trying to 
arrive at a price freeze: That you have got to do one of two things. 
I think you have got to do one thing. I think we can admit right 
here that it is almost impossible to write an act and to put in ex- 
pressed language that describes a freeze power in such a way that it 
would work. We admit that, don’t we? We admit that the Senate 
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version is not workable, because certain exceptions that they didn’t 
contemplate must be made, isn't that right? 

Mr. Roserts. That is the way we understand Mr. Flemming’s 
testimony; that certain exceptions would be needed. 

Mr. Merritt. Well, you agree, don’t you, because you say cer- 
tain exceptions have to be made to allow for the provision with 
reference to agriculture included in the bill now? 

Mr. Roserrs. That is right. 

Mr. Merritt. There would have to be certain exceptions not 
included in the bill, in order to make the thing workable; isn’t that 
correct? 

Mr. Roperrs. That is right. 

Mr. Merritt. So that it is almost impossible at this time to 
write a bill that would provide for all the exceptions that might be 
necessary When the time comes to apply the act, isn’t that right? 

Mr. Roperrs. I don’t know that I would be qualified to say that 
it would be impossible. 

Mr. Merritt. Well, you can see that a very great body of legisla- 
tors failed. 

Mr. Roserts. I could not say that, sir. 

Mr. Merritt. Well, the only kind of a freeze order that we could 
write into law would be this kind, wouldn't it, a freeze order that would 
just give the President power to freeze, and give him blanket power to 
make exceptions as he deemed necessary, without any control at 
this time on the President’s power. Isn’t that the only kind of 
freeze order we could write if we were to write one right now? 

Mr. Roxperrs. That is a pretty broad question for a person who 
is not an expert on price control itself, 

Mr. Merriti. Of course, you could be referring to me when you 
say that. That is all. 

The CuHatrman. Mr. Gordon, what effeet would the closing of the 
commodity markets have on the movement of dairy products? What 
effect would the freezing for a 90-day period, or any other temporary 
period, of the commodity markets, have upon the movement of dairy 
products? Under the Senate bill, the President has been given au- 
thority to freeze the commodity markets, which, according to our 
understanding, would prevent the movement of most of our foodstuffs 
to market, even with the provisions for parity, or the highest price 
prevailing at the time the freeze went into effect. 

How much of the dairy production moves to market through 
commodity markets? 

Mr. Norton. Very small percentages of the production of butter 
and cheese, the only dairy products traded on the exchanges, are 
directly involved in the exchange transactions, but large quantities 
of butter and cheddar cheese move in the market on the basis of 
prices on the commodity exchanges, Mr. Chairman. 

The Crarrman. Then if we froze and put out of existence, tem- 
porarily, or postponed the operation of the commodity exchanges, if 
we closed them all, notwithstanding the fact that we have provided 
parity in the bill there wouldn’t be much of a movement of dairy 
products to market, would there? 

Mr. Norton. Yes, sir; I think the movement would continue but 
it would be a fairly wild movement, pricewise. 
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The Caarrman. How much do they deal in futures in the dairy 
market? 

Mr. Norton. Butter is the only dairy product in which there is 
futures trading. Futures trading in butter was discontinued during 
the wartime price-control period. The volumes of futures trading in 
butter during the last 7 fiscal years, since mid-1946, has ranged from 
about 5 to 35 percent of total butter production. The trading vol- 
umes have been smallest during the periods of extensive price-support 
operations, 

Mesinng CuarrMan. They deal in futures with respect to butter, don’t 
they? 

Mr. Norron. Yes, sir; but it is fairly limited when there is a price- 
support program in effect. 

The Crairman. It seems to me that the Senate has deliberately 
made this 90-day freeze so bad that it would make it easy for the 
House to strike it out altogether. They couldn't have made it any 
worse, in my opinion. 

Mr. Deane. Mr. Chairman, will you yield? 

Mr. I yield. 

Mr. Deane. I would like to ask Mr. Gordon and his staff this 
question: Are you in favor of the 90-day freeze? 

The Cuarrman. They take the position that Mr. Flemming took 
with respect to that, Mr. Deane, that if the President feels we can’t 
act expeditiously enough he will take the 90-day freeze. But I have 
talked with the President, and I think that is an understatement, 
because I don’t think the President is enthusiastic toward it. I 
think the President has been convinced, in private conversations, that 
the Congress could act expeditiously enough to give him this power 
without it being in the law now, written out, ina way that might throw 
the economy into a tailspin if we attempted to put it into operation 3 
years from now. 

Mr. Deane. Do you agree with what our chairman has said, Mr. 
Gordon? 

Mr. Gorvon. Well, I don’t have enough background on this to 
answer that question. I would assume that he is probably quite 
correct in his statement. 

Mr. Deane. If I may ask one other question, this section 104; 
what evidence do you have that different countries are retaliating 
against the United States because of this section? 

Mr. Gorvon. Mr. Short will answer that. 

Mr. Suorr. There has been only one formal retaliatory measure 
taken. 

Mr. Deane. Will you describe that country and the facts? 

Mr. Suorr. That was the Netherlands, which cut off imports of 
wheat flour by an amount equivalent to the restrictions placed on 
them in the movement of dairy products. It amounted to some 
12,000 metric tons, I believe. 

Mr. Deane. They cut off that much wheat import? 

Mr. Sort. Yes, sir. 

Mr. Deane. In what year was that? 

Mr. Suorr. That action was taken, I think, in October of 1952. 
It applies since the first of January 1953. 

We have had, of course, other countries which have protested, 
claiming that it is in violation of our international agreements. 
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Mr. Deane. Are you sure as to the number of tons? 

Mr. Suorr. The figure was 12,000 tons, a cut from a figure of 
72,000 tons. 

Mr. Deane. And do I understand that that reciprocity, so-called, 
was equivalent to the amount of dairy products going into the country? 

Mr. Suorr. May I ask Mr. Schwenger to answer in more detail? 

Mr. Scuwencer. It was so computed. The Netherlands originally 
computed the figure at 15,000 tons. It was discussed and we thought 
it was too high. A figure of 12,000 tons was eventually agreed upon, 
among the countries that are parties to our agreement, as being the 
equivalent figure. 

Mr. Deane. Of course I am concerned with this subject of wheat, 
even though no wheat is particularly grown in my section of the 
country, but there is a great deal of tobacco, and I understand that 
based upon State Department memoranda, that Australia is planning 
to take somewhat similar action concerning tobacco. Are you 
familiar with this particular problem? 

Mr. Scuowencer. The Australians have indicated, or did indicate, 
at the time that this question was being discussed 

Mr. Dreann. What time now are you discussing? 

Mr. Suorr. A discussion took place last October. The figure for 
wheat was applicable as of this vear. 

The Australians and the New Zealanders, both, said that they were 
contemplating taking some action. They didn’t formally state what 
action, but tobacco was mentioned in both cases. But it was not 
mentioned in any but a sense of what might be done. 

Mr. Deane. I wonder, Mr. Chairman, if it would be right to ask 
Mr. Gordon and his staff to prepare, for the record, a firm statement 
so far as the very latest information is concerned, regarding the 
Netherlands, Australia, or any other country, that may be involved, 
and which may be thinking of retaliatory measures so far as section 
104 is concerned. 

The CuarrMan. Could that be furnished? 

Mr. Gorpon. We will be glad to furnish that information. 

Mr. Deane. That is all, Mr. Chairman. 

(The information referred to is as follows:) 


Prorests AND RETALIATORY ACTION AGAINST SECTION 104 


Between July and September 1951, 7 countries registered formal diplomatic 
protests against our section 104 import controls with the Department of State, 
namely, the Netherlands, Denmark, Switzerland, Italy, New Zealand, France and 
Australia. Two communications each came from France, Italy, the Netherlands, 
and Switzerland, and three from Denmark. Meanwhile our embassies also re- 
ported widespread complaints and unfavorable press comments abroad. At the 
sixth session of the contracting parties to the General Agreement on Tariffs and 
Trades, which met in September 1951, all of these countries registered their pro- 
tests again and were joined by Canada, Norway, Sweden, the United Kingdom, 
and Finland. 

On the motion of Canada, the contracting parties at the close of the session 
adopted a resolution recognizing that section 104 nullified or impaired concessions 
granted to other countries under GATT, and that many countries had indicated 
that they had suffered serious damage as a result. The resolution recommended 
that the contracting parties withhold any retaliatory action until the United States 
had reasonable time to repeal section 104. 

In July and in September 1952, the control legislation having been continued by 
Congress, some liberalization especially on cheese imports such as Emmenthaler, 
Gruyére, Roquefort, and the main Italian types was affected. A special increase 
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of 15 percent in all quotas was allowed in accordance with the new legislative pro- 
vision for such increases in the interests of international relations and trade. 

The Netherlands made strong protests against the continued restrictions In 
Edam and Gouda cheese. 

At the seventh session of the contracting parties to the GATT in October 1952, 
the Netherlands took a strong stand against the United States controls. As a 
compensatory measure, the Netherlands requested authorization from the con- 
tracting parties to reduce the quota of United States wheat flour permitted free 
entry into the Netherlands under the General Agreements on Tariffs and Trade 
from 72 000 to 57,000 metrie tons. The United States representatives protested 
and, after discussion and study, the Netherlands was authorized by the contracting 
parties on November 8, 1952, to reduce the figure from 72,000 metrie tons to 60,000 
metric tons. Late in the session Australia and New Zealand also indicated that 
they were considering specific retaliatory measures. Due to the shortness of time, 
they agreed to defer consideration of their proposals. 

After the seventh session, and particularly following imposition of further con- 
trols under section 104 on the dried miik products in December 1952, more formal 
protests were sent to the Secretary of State, directed against the new controls and 
the continuing cheese controls. Two such formal protests were received from 
the Government of Denmark, 3 from the Netherlands, 2 each from Italy, Sweden, 
Australia, 4 from New Zealand, and | each from Canada and Argentina, 

The Washington representatives of the above countries have verbally continued 
to reiterate to Department officials their governments’ dissatisfaction with re- 
strictions under section 104. 

The CHarrman. Are there further questions of Mr. Gordon and 
his staff? If not, thank you very much, Mr. Gordon and gentlemen, 
for your assistance. 

We have now Congressman Andresen from Minnesota. We are 


very glad to have you with us, Mr. Andresen. 


STATEMENT OF HON. AUGUST H. ANDRESEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MINNESOTA 


Me. Anpprsen. Mr. Chairman and members of the committee, my 
name is August H. Andresen, and I represent the First Congressional 
District of Minnesota. I am a member of the Committee on Agri- 
culture. 

IT am glad, Mr. Chairman, you have set aside a day for the dairy 
industry, and for the producers of fats and oils. The dairy industry, 
as we all know, or should recognize, is the largest and the most vital 
section of our agricultural economy and while Tam not a dairy farmer, 
nor am. I interested in any dairy business, | feel that it is my duty to 
speak a word for our great industry. 

The dairy industry supplies more than 18 percent of the food to 
the American people, and it is vital food. 

It also supplies nearly 40 percent of the meat produced in this 
country for human consumption. 

I do not have a prepared statement, Mr. Chairman, and I therefore 
request to revise my remarks, not to extend them, just to revise them. 

The CuatrMan. Without objection it is so ordered. 

Mr. AnpresEN. I feel that before beginning on my statement, I 
should answer a few questions that have already been asked. 

I am sorry that the gentleman from the Department of Agriculture 
is not as familiar with section 22 and the authority conferred in section 
22, and also 104, as I thought he might be. It may be that they 
haven’t had the time in the last 120 days to become familiar with all 
laws and regulations and what has been done during the past 20 years. 
I can readily understand that, and I am willing to give them time. 
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Let me begin with section 104. 

The President has the authority, under section 104, to administer 
the law. The President delegated that authority to the Secretary of 
Agriculture, and while the measure is largely discretionary, which is 
the manner in which it has been administered, there ean be no claim 
made at this time that the President has nothing to do with it, or has 
had nothing to do with it. 

The Cuarrman. Mr. Andresen, there is a quorum call on the floor 
which we will have to answer. I understand the House is taking up 
the Labor and Federal Security appropriations bill, which is up for 
amendment under the 5-minute rule, so we will have to suspend and 
reconvene tomorrow morning. 

Mr. Andresen, can you and the other witnesses return tomorrow 
morning? 

Mr. ANpREsEN. Yes, sit, Mr. Chairman. 

The Cuarrman. I would like to insert in the record a letter from the 
Secretary of State in connection with this matter. 

(The letter above-referred to is as follows:) 


DEPARTMENT OF STATE, 
Washington, May 25, 1958. 
The Hon. Jessk P. Wotcort, 
Chairman, Committee on Banking and Currency, 
House of Representatives. 

My Dear Mr. Wotcort: In response to a request from the House Committee 
on Banking and Curreney, I am very glad to state the views of this Department 
concerning section 104 of the Defense Production Aet. 

Briefly, the Department of State opposes extension of section 104 either in the 
context of providing standby emergeney controls or in any other legislation. 
This legislation has been so harmful to our international trade relations that its 
continuation in any context would be most unwise. The legislation is also 
unnecessary and indeed inimical to the interests of American agriculture. 

The effect of seetion 104 has been to require the imposition of severe restrietions 
in the form of quotas or embargoes, on imports of dairy and other produets when- 
ever such imports have any of certain specified effects. Under this legislation, 
for example, import quotas are required to maintain domestie production at 
existing or even higher levels, or to prevent interference with orderly storing or 
marketing, Whether or not such imports are interfering with any domestic agri- 
cultural program or doing injury to an American industry. 

This Department recognized that there are situations in which imports may 
need to be restricted, notably to prevent material interference with domestic 
agricultural programs or to prevent serious injury to domestic industry. There 
are, however, remedies in existing law which can be used to accomplish these 
purposes without causing the adverse repercussions that result from use of section 


The procedures of section 22 of the Agricultural Adjustment Act as amended 
and the escape clause of the Trade Agreements Extension Act of 1951 are available 
in such circumstances. Section 104, however, goes much further. It establishes 
a new set of criteria for restrictions and requires restrictions often far more severe 
than are required in the interests of the United States. 

During the period in which it has been in effect, section 104 has been a source 
of continual difficulty in our international relations. Ten or eleven countries 
have protested to the United States individually, some not merely once but 3 or 
4 times. In addition, section 104 has led to severe criticism of the United 
States because of its adverse effects on friendly countries and because it represents 
a serious violation of commitments made by the United States to those countries. 
Furthermore, this legislation has provided Soviet propagandists a ready-made 
illustration of their claim that the United States wants weak dependencies and 
does not want strong self-reliant partners. It is difficult to answer that charge, 
for, through the working of section 104, many countries eager to earn dollars 
have been denied opportunities to do so. 

That fact brings up an objection of a different order. When a country already 
short of dollars earns fewer dollars, it must then buy less here. When that 
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happens, all who depend on exports suffer; as the President has said, the pros- 
perity of our economy depends upon the opportunity to ship abroad large sur- 
pluses of particular commodities, and therefore, upon sound economic relation- 
ships between the United States and many foreign countries. 

Agriculture has more to lose from these restrictions than most sectors of our 
economy. In 1952, nearly 40 percent of our cotton, wheat, tobacco and rice 
went overseas. Export markets are also important for a large number of other 
crops where foreign markets provide the extra margin of profit that makes the 
difference between a good year and a poor one. Depression in the farm industries 
which export could very well spread to other branches of agriculture. Other 
sectors of our economy also stand to lose markets abroad as a result of restrictions 
we impose on imports. Such losses also adversely affect not only these industries 
but agriculture itself. Consequently maintenance of our export markets is a 
vital concern for agriculture. It is therefore of the greatest importance that we 
not jeopardize agricultural exports by import restrictions which go beyond what 
Is necessary. 

The President has in fact requested the Tariff Commission to report to him 
what import controls it reeommends to avoid material interference with domestic 
agricultural programs on the commodities to which section 104 now applies. Its 
report is expected to be available to the President by June 1, in ample time to 
institute whatever controls are found necessary when section 104 expires. 

For these reasons this Department is of the view that section 104 should be 
permitted to expire and that there should be no extension of this provision beyond 
June 30, 1953 either in standby controls legislation or in other legislation. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


The Cuatrman. The committee will adjourn to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:27 a. m., the committee adjourned to reconvene 
at 10 a. m., the following day, Tuesday, May 26, 1953.) 
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TUESDAY, MAY 26, 1953 


House or REPRESENTATIVES, 
ComMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committe met at 10 a. m., the Honorable Jesse P. Wolcott, 
Chairman, presiding. : 

Present: Messrs. Wolcott (presiding), Talle, Kilburn, Betts, 
Mumma, Merrill, Oakman, Spence, Brown, Deane, O’Brien, Dol- 
linger, Barrett, Hays, and O’Hara. 

The Cuairman. The committee will come to order. 

We will proceed with the hearings on 8. 1081. 

Congressman Andresen will proceed with the statement he was 
making when we adjourned yesterday. 


STATEMENT OF AUGUST H. ANDRESEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA (Continued) 


Mr. AnprresEN. Mr. Chairman and members of the committee, at 
the outset, concerning what was said here yesterday, I want to say 
that I was elected to Congress to represent the American people and 
to protect their interests. 

Il am somewhat of an admirer of Churchill in that respect, because 
some years ago, when he was Prime Minister, before this last time, 
he said that he was not elected the First Minister to the King to 
liquidate the British Empire, and I also subscribe to that statement, 
that I was not elected to Congress to liquidate any branch of our 
American economy. 

Now I am asking for the continuance of section 104 of the Defense 
Production Act, which has been approved by Congress on two oc- 
casions in 1951 and last year, when your committee included it, as a 
part of the Defense Production Act. 

There is greater need for section 104 at the present time than there 
has ever been. Since November 28 of last year, the Government 
has purchased 196 million pounds of butter, most of which was 
purchased at 67% cents per pound, and since the first of the year, about 
50 million pounds has been purchased at 65% cents per pound, the 
new 90 percent of parity price. 

The Government has also purchased 126 million pounds of cheese 
under the support program and more than 300 million pounds of 
milk powder. 

I know that some members of this committee will be curious to 
find out how we went along for more than a year without operating 
the support program on dairy products, particularly butter. The 
answer is section 104. 
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There is, as you know, an embargo on butter and that has been in 
effect since 1942, when it was put in operation under, I believe, section 
101 of the Defense Production Act, which gave the President authority 
to control imports, and butter was included in that, and an embargo 
was placed on imports of butter, and has been in operation since that 
time and up to the present time, under section 104. 

In 1951, along in May, the then Secretary of Agriculture, Mr. 
Brannan, decided not to continue import controls or embargoes on 
any dairy products. 

It was quite obvious at that time that if imports would come into 
the United States in unlimited quantities, it would destroy the support 
program for dairy products and seriously injure the entire support 
program for other commodities. 

Therefore I prepared section 104, presented it to this committee, 
and it was included as part of the Defense Production Act, which was 
the only germane place we could place section 104 at that time, be- 
cause of the lack of other legislation and the threat of a possible veto 
had section 104 been passed as a separate bill. 

It was passed by Congress and it gave to the President, not to the 
Secretary of Agriculture, the authority to administer, as was stated 
yesterday ; section 104 delegated to the President the power to admin- 
ister the law. 

He in turn delegated that authority to the Secretary of Agriculture. 
That is how the Secretary has the authority and that is the way most 
of our laws are administered; where the President is given the authority 
to administer an act he delegates it to a Cabinet member directly in 
charge of the particular item covered by the bill. 

It has been repeatedly stated that section 104 should be discon- 
tinued when it expires on June 30, and that section 22 should be used 
in lieu of section 104 as being more effective. 

The two men from the Department who testified vesterday, Mr. 
Gordon and Mr. Short, stated that section 22 would do the business. 

The Secretary himself said, in a hearing before our Committee on 
Agriculture, that it would be necessary to amend section 22 to make 
it more effective. 

I am certain that the gentlemen who testified here vesterday made 
an error, unintentionally, | am sure, when they stated it would be 
equally effective. 

But the Secretary himself, and I have provided each member of 
this committee with a copy of the hearings—— 

Mr. Brown. I suggest you put in the record, on this record, what 
he said. 

Mr. ANpresen. | would be very glad to do that. I don’t suppose 
you want to put the entire hearings in the record, because these 
hearings are complete on import controls, held by a special committee, 
of which I am chairman, to investigate the dairy situation in this 
country, and | would be very glad, w vith the permission of the chair- 
man, to put the statement of the Secretary inte this hearing. 

The CuarrMan. Without objection, it may be inserted, that part 
of it which has to do with section 104. 
(The excerpt referred to is as follows:) 
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STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. Mr. Chairman and members of the committee, 
1 appreciate very much the consideration of the committee. I hope 
that my failure to respond to your invitations earlier, Mr. Chairman, 
will not be taken to indicate my lack of interest in this very important 
subject. 

Having been in the dairy business a good part of my life I know 
how serious are the problems which you have under consideration. 
I have a prepared statement which I would like to read if it meets 
with the approval of the committee. 

I appreciate the opportunity to appear before your subcommittee 
to testify regarding the need to extend section 104 of the Defense 
Production Act of 1950, as amended. Since you are studying and 
analyzing the dairy situation in the United States, I will try to center 
my remarks on that subject. 

Let me say, first of all, that I am pleased to take part in the job 
that the subcommittee is doing to help dairy farmers and the dairy 
industry to work out their own problems. I know that your work 
has only just begun, as have our discussions and conferences with the 
Dairy Industry Advisory Group. But I am confident that through 
our combined efforts an improved dairy program can be developed 
which will stand on its own feet, in large measure, which will en- 
courage production and marketing patterns aimed at meeting the 
genuine needs of consumers, and which will require a minimum 
amount of direction and financial assistance from the Government. 


WORK TOWARD SOLUTIONS FOR PRESENT PROBLEMS 


During the dairy marketing year which began April 1, 1953, prices 
of milk and butterfat are being supported at 90 percent of parity. 
The continuation of supports at this level was a difficult decision to 
make in view of the mounting supplies of butter, cheese, and nonfat 
dry milk solids which had been accumulated by the Department under 
the support program in the previous year. In making this decision 
we knew that many difficult problems would have to be faced. The 
continuation has given the leaders of our great dairy industry time 
to do this job. They are anxious to solve, insofar as it is possible, 
their own marketing problems with the help of the Congress and our 
Department, but they need time to get their programs into operation. 
We are confident that these leaders will work out the adjustment of 
their own problems. We will cooperate fully. 

We have just completed a constructive 2-day conference with 95 
leaders of the dairy industry representing all segments of the industry. 
During the meeting many helpful suggestions and ideas were advanced 
and are now being studied. A good start has been made, and I am 
satisfied that the entire dairy industry will benefit when the work is 
completed. 

I will not try to minimize the size or scope of the job facing the 
dairy industry. Under the 1952-53 dairy support program announced 
by our predecessors and ending March 31, 1953, the Department ac- 
quired 143 million pounds of butter, 75 million pounds of cheese, and 
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212 million pounds of nonfat dry-milk solids. Also, it must be re- 
membered that most of these purchases were made during the low 
production period of the year—the period when stocks normally move 
out of storage into consumption. The period of flush production is 
still ahead of us and there is no question that further substantial 
purchases will be necessary. 

There is no true surplus of dairy products. Production and market- 
ing adjustments have lagged behind the needs of the times. Price sup- 
has by themselves are not an adequate solution of the dairy problem. 

‘he great need is for a sound marketing and promotional program. 
During the year ahead these problems must be squarely faced and 
resolved. That is why we welcome the work that your subcommittee 
is doing. 

TRADE AND AGRICULTURE 


As a nation we have gained from trade with other nations. We 
have gained by importing some goods that can be produced more 
economically i ies And we need foreign markets for many Ameri- 
ean goods, including the products of American farms. 

Speaking of the importance of international trade, President Eisen- 
hower said in his recent message : 

Our trade policy is only one part, although a vital part, of a larger problem. 
This problem embraces the need to develop, through cooperative action among 
the free nations, a strong and self-supporting economic system capable of pro- 
viding both the military strength to deter aggression and the rising productivity 
that can improve living standards. 

These basic facts are hardly disputable. We want trade, we need 
trade, both within the United States and in international markets. 
The problem is how to encourage a form of trade that will most nearly 
meet our needs, 

The problems of trade are complex, involving the economic and 
diplomatic relationships between our own and other nations. The 
President recognized this in his recent message to the Congress when 
he asked for a “thorough and comprehensive reexamination of the 
economic foreign policy of the United States.” The Department of 
Agriculture expects to participate in the reexamination proposed by 
the President. Meanwhile, we must come to grips with certain im- 
mediate problems. 


TRADE PROBLEMS RAISED BY PRICE SUPPORTS 


Many of the commodities included in our price support and market- 
ing order programs are subject to substantial import competition. 
In many cases the price support level is substantially above the world 
market price, even after allowance for the customs duties assessed 
against Imports. When that happens, imports are attracted to this 
country from all over the world, including areas whose products 
would normally be exported in whole or in part to other countries 
where they may be badly needed. But the price support level in this 
country acts like a powerful magnet to draw these commodities out 
of their normal flow in international trade. When we seek to limit 
the effect of this influence, we are simply seeking to diminish or avoid 
the distortion of trade by the stimulus of an artificial influence, such 
as a price support program. 
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Tam sure the Congress would not enact a statute making mandatory 
the support of the world price of agricultural commodities at 90 per- 
cent of American parity. Yet that is what the present mandatory 
supports mean if we do not have a readily available and effective 
method of controlling imports of those commodities or products whose 
prices are maintained here above world levels by price support or 
marketing order programs. 


EFFORTS TO PROTECT OUR PROGRAMS FROM EXCESSIVE IMPORTS 


In recognition of the fact that a stimulation of imports can impose 
an intolerable burden on a price support program, the Congress en- 
acted section 22 of the Agricultural Adjustment Act. This section 

rovides for the imposition of import quotas or import fees whenever 
imports of any agricultural commodity or product thereof render or 
tend to render ineffective or materially interfere with any price sup- 
port or marketing order (and certain other) program. This is per- 
manent legislation. 


SECTION 22 HAS BEEN LITTLE USED 


Although section 22 was originally enacted in 1935, it was very little 
used. It calls for investigations by the Tariff Commission after rec- 
ommendation by the Secretary of Agriculture. Ony five such investi- 
gations have been instituted in the past 17 years. Experience has 
shown that these investigations are often long drawn out, and this pro- 
cedure has proved to be wholly ineffective to meet the problem. 

This in indicated by our experience with wool. Wool-price sup- 
port is mandatory at such relation to parity between 60 and 90 per- 
cent as determined necessary to encourage an annual production of 
approximately 360 million pounds of shorn wool. Current production 
is considerably below this goal, and wool is currently being supported 
at 90 percent of parity. Upon the recommendation of the Secretary 
of Agriculture that imports of wool were interfering with the wool- 
price-support program, the President directed an investigation under 
section 22 which was instituted by the Tariff Commission and hear- 
ings were held commencing September 29, 1952. Up to this date no 
report has been made by the Tariff Commission. Imports of foreign 
wool have been received in large quantities, and the marketing of 
domestically produced wool has been materially retarded. Commodi- 
ty Credit Corporation presently holds under loan about 100 million 
pounds of 1951- and 1952-crop wool, representing almost half of the 
1952 production. In the 12 months ending December 31, 1952, im- 
ports of wool have been 300 million pounds (actual weight basis, duti- 
able wool). We are simply immobilizing our domestically produced 
wool, and it is being replaced by imports. 


SECTION 104 HAS BEEN EFFECTIVE BUT ARBITRARY 


Because of the failure of the executive branch to use section 22 in 
such a manner as to achieve the objectives of its enactment, Congress 
enacted section 104 of the Defense Production Act. This section ap- 
plies only to certain fats and oils, butter, cheese, and other dairy prod- 
ucts, peanuts and rice and rice products. It requires that imports of 
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such commodities shall be limited to such quantities as the Secretary 
of Agriculture finds will not— 


(1) impair or reduce domestic production below current levels 
or such higher levels as deemed desirable, 

(2) interfere with orderly domestic storing and marketing, or 

(3) result in an unnecessary burden or expenditure under a 
price-support program. 

Discretion is given to increase the import quota otherwise determined 
by 15 percent in the interest of international relations and trade. This 
legislation expires with the expiration of the Defense Production Act 
on June 30, 1953. 

One of the first actions taken under section 104, following its en- 
actment in 1951, was to place import restrictions on butter as a 
protection to the milk- and butterfat-support program. Butter was 
enbargoed, and restrictive quotas were placed on cheese. An embargo 
was also placed on dried skim milk; a0 no action was taken with 
respect to other dried-milk products. Thereupon a rapid rise occurred 
in the imports of dried whole milk, dried buttermilk, and dried 
cream. From insignificant quantities in 1950 and the first half of 
1951, these imports rose to a total of 50 million pounds in 1952. Ef- 
fective January 1, 1953, quotas were placed on these products. With 
the heavy accumulation of butter and other dairy products acquired 
under the support program during the past few months, it became 
necessary to embargo further imports of these products effective April 
1, 1953. 

Had it not been for these import restrictions, large quantities of 
butter and other dairy products would unquestionably have been 
imported. These imports would have displaced in the domestic market 
corresponding quantities of domestically produced products which 
would have been tendered to Commodity Credit Corporation under the 
the support program. We would have been obliged to purchase not 
only our own domestically produced surplus but also all of these 
products that foreign countries chose to ship to us at prices just 
below the support level. Without these controls, the milk- and 
butterfat-price-support program could not possibly have been oper- 
ated without much greater losses than are presently in prospect. 

The control of imports under section 104 is both prompt and 
effective. But it has been subjected to severe criticism on the ground 
that the procedure is arbitrary in character; and it has been the 
source of much friction in international relations. 


A STRENGTHENED SECTION 22 


We feel strongly that Congress intended section 22 to be used and 
used effectively whenever necessary to protect price-support and other 
programs. The statutory history clearly so indicates. I am sure 
that some effective means of controlling imports of agricultural com- 
modities and products is absolutely essential to the success of many 
of this Department’s programs. If commodities which are susceptible 
to import competition are supported in price, or if marketing is 
limited by marketing orders, marketing quotas, or the like, the quantity 
of the domestic products withdrawn from the market, in the absence 
of such controls, will simply be replaced by imports of like competitive 
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products from abroad. Such imports impair or destroy the effective- 
ness of the Department’s programs and prevent American growers 
from deriving the benefits the programs are designed to afford them. 
With increasing competition ae aring from abroad and with in- 
creasing surpluses developing in this country, the future success of 
many of our programs is largely dependent upon the existence of 
adequate machinery for import controls and its prompt and effective 
utilization in all proper cases. 

Section 22 can and should be strengthened to meet this need. The 
President’s authority under section 22 covers all agricultural com- 
modities, and products thereof, for which the De ‘partment of Agricul- 
ture has a program. Moreover, it is embodied in permanent legisla- 
tion. The problem is not a temporary one; it will be with us as long 
us we have any programs that keep our domestic prices above the 
world level. 

As I have already shown, section 22 has not been administered in 
the past in such a manner as to meet the problem. But it can be made 
an effective instrument by improved administrative procedure and 
by supplementing it with authority, in an emergency. to impose the 
quotas or import fees within the limits specified by the section, on an 
interim basis pending decision by the Tariff Commission and action 
thereon by the President. So strengthened, section 22 would assure 
the protection of the Department’s price-support and other programs 
against interference or nullification by the distortions in international 
trade which such programs are likely to create. 

On April 8, the following letter was sent by the President to Chair- 
man Brossard of the United States Tariff Commission: 


THE Hovse, 
Washington, April 8, 1953. 

DrEAR CHAIRMAN BROSSARD: The $ ecretary of Agriculture has advised me that 
he has reason to believe that, on the assumption that section 104 of the Defense 
Production Act expires on June 30, 1953, articles now restricted under that sec- 
tion are practically certain to be imported under such conditions and in such 
quantities as to render ineffective or materially interfere with price-support or 
other programs undertaken by the Department of Agriculture. 

In accordance with the provisions of section 22 of the AAA, as amended, I am 
directing the Tariff Commission to make an immediate investigation of this mat- 
ter and to give precedence thereto, with a view to recommending to me such 
action as would be appropriate under section 22, having in mind the desirability 
of completing its findings and recommendations by June 1, 1953. 

Sincerely, 
D. EISENHOWER. 

Secretary Benson. In response to the foregoing letter, the Tariff 
Commission has announced the institution of appropriate investiga- 
tions under section 22 concerning dairy products and other ¢ ‘ommodi- 
ties. Public hearings will be held on May 4 and 7. 


EXPIRATION OF SECTION 104 


With the strengthening of section 22 in the manner suggested, there 
will be no need for an extension of section 104. That section applies 
to only a limited number of commodities, and there are other commod- 
ities, such as wool, already mentioned, that need similar protection for 
their price-support and other programs. Procedure of general appli- 
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cability to agricultural commodities is preferable to a procedure 
limited to a selected list of commodities. 

Furthermore, section 104 goes béyond what is needed to afford pro- 
tection to price support and other Department programs. Only 1 of 
the 3 criteria for restricting imports mentioned in the section relates to 
price support programs. ‘The other two criteria relating to impairing 
or reducing domestic production or interfering with orderly domestic 
storing and marketing can be invoked at price levels above those con- 
templated by a price support or marketing order program. Such 
authority was doubtless desirable during the war emergency, but as 
a continuing authority it is not needed. 

Section 104 was enacted as a temporary measure and carries a defi- 
nite expiration date. The problem of protecting price support and 
other programs against excessive imports is not a temporary one. 
Therefore, legislation to meet this problem should be on a permanent 
rather than a temporary basis. 

A proceeding before the Tariff Commission is better suited to the 
development in an orderly manner of all relevant and material facts 
than is administrative action by an executive department. The Tariff 
Commission has had long experience in the conduct of investigations, 
it has a staff of experts trained in such matters and it is in position 
to afford full opportunity for hearing to all interested parties. 

The Secretary of Agriculture is charged with the formulation and 
administration of price support and other programs. It seems only 
fair and just that his decision with respect to interference with one 
of his programs should be subject to the review of an independent in- 
vestigating body such as the Tariff Commission. An investigating 
body like the Tariff Commission gives all sides an equal opportunity 
to present their views. 

For the foregoing reasons, it seems desirable to effectuate a perma- 
nent procedure applicable to all agricultural commodities whereby 
protection against excessive imports may be afforded price support 
and other programs of the Department of Agriculture, p sclasdl a pro- 
cedure before the Tariff Commission. 

Mr. AnpreseN. Thank you very much, Mr. Secretary. I am sure 
that some of the members of the committee would like to ask you some 
questions. I know I have a few. 

Secretary Benson. I was sure you would have. I will be glad to try 
to answer them. 

Mr. Anpresen. As I understand your statement, you believe that 
permanent legislation is necessary to have import controls of dairy 
products at the present time and also for the future. 

Secretary Benson. Yes, Mr. Chairman. So long as we have price- 
support programs which tend to keep our prices at a higher level than 
the world market it seems to me we need protection against imports 
and that would certainly apply to dairy products which are under 
programs now. 

r. ANDRESEN. I might say to you, Mr. Secretary, that I helped 
draft section 22 before this committee. 

Secretary Benson. I knew of your interest in it. 

Mr. Anpresen. And legally I thought at that time that it would 
serve a purpose of giving permanent legislation to initiate import 
control regulations in the event it was necessary. I might give you a 
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little history on section 104, as I was the author of it. In May of 
1951 I was advised by the Department of Agriculture that they would 
no longer continue import controls or embargoes on butter or other 
dairy products. Butter had been embargoed under provisions of the 
Second War Powers Act, and immediate action was necessary, and 
therefore we resorted to the provisions of section 104 so long as the 
executive branch of the Government refused to carry out the provisions 
of section 22, and also of section 8 of the Reciprocal Trade Agree- 
ments Act. 

The only thing we could do to prevent a flood of cheaply produced 
imports of butter and other dairy products was to take the action that 
we did. At that time I felt that section 104 should be permanent 
legislation, at least for a period of 3 years. A conference commit- 
tee at that time thought that probably matters could be straightened 
out in 1 year, and the law expired on June 30, 1952, on that section. 
No change had taken place in the situation and the Government was 
still supporting the price of the butter and other dairy products and 
therefore it was deemed advisable, over the protest of importers and 
the executive branch of the Government, to reenact section 104 as a 
part of the Defense Production Act. 

Had the executive branch of the Government carried out the pro- 
visions and authority under section 22 there would not have been any 
need for section 104. I also want permanent legislation, because to 
go through a fight like this every year is difficult and tiresome, and I 
know that it causes economic upheavals, just like daylight-saving 
time. Your statement and recommendation to this committee will be 
very helpful. 

Our test is how the law will be administered. I cannot go along 
with the statement of Mr. Linder of the State Department, nor of 
Mr. Short who does not recommend any amendments to section 22. 
We have to be realistic about this matter of the dairy industry and 
other branches of agriculture. 

The situation which as developed in the dairy industry is partic- 
ularly distressing—not only to the industry, but it should be to the 
consumers of the country—because at the present time according to 
the information submitted by your Department we now have the low- 
est per capita production of milk, the lowest per capita consumption 
of milk and the highest price that has ever been paid by the con- 
sumers in this country. 

Milk is still a vital product. To secure abundant milk production 
and production of other dairy products in this country we must cer- 
tainly give some encouragement to the producers in the United States 
if they are to stay in business. I have seen too often when imports 
have destroyed the production in the country, and wool is a typical 
ease. 

The wool industry has gone down from around 56 million head of 
sheep 10 or 12 years ago to around 25 million head at this time and 
when our country becomes dependent upon foreign countries for 
what we need because of shortages in the United States, we generally 
pay the price, and we pay it through the nose. 

Tf section 22 is amended in accordance with your recommendation, 
to make it effective, you propose that some emergency authority be 
given to the President, acting on the recommendation of the Secretary 
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of Agriculture, that immediate action can be taken before the Tariff 
Commission makes its investigation ? 

Secretary Benson. Of course if we could be assured of very prompt 
action through administration, there would not be the urgent need 
for some type of emergency legislation, The experience in the past 
rather persuades one that that action may not be very prompt. aw 
ever, I have been very pleased personally with the response which the 
President has made in directing the Tariff Commission to make the 
study and the response from the Tariff Commission. I have complete 
confidence in Dr, Brossard, the new Chairman of the Tariff Commis- 
sion —he understands the agricultural problem, he is sympathetie— 
but it seems to me there might arise and will arise, emergencies in 
which there will not be time possibly for the Tariff Commission to 
make its findings and report back to the President. 

In such cases it would seem there should be emergency authority 
granted to the Chief Executive which he might, if he wished, delegate 
to a member of his Cabinet in order to meet such emergency 
conditions. 

I did not intend to be unduly critical of the Tariff Commission in 
the past. I imagine probably the inaction has been due, in part, to 
the failure of the Chief Executive to act, as well as delay on the part 
of the Tariff Commission, which has taken considerable time in its 
findings in some cases. I do not know just where you would place 
the blame, probably both places, but I am sure it has not been as 
effective as the Congress intended it to be. 

Mr. Anpresen. I have had a lot of experience over 25 years with 
the Tariff Commission and I find irrespective of the political party 
in power, the Tariff Commission builds up the same kind of a bureauc- 
racy that we have through the entire Government, where it is one 
delay after another, and that seems to be typical of bureaucracy. 

I hope it can be corrected, because in a case like this we need im- 
mediate action to take care of a situation that has developed, and if 
section 104 is not renewed, nor section 22 amended peony and we 
secure improper administration of it, then our country will be flooded 
with cheap imports from all over the world—butter and dairy prod- 
ucts, fats and oils included—that will come to the United States as 
long as we maintain a support program. 

I think they will come in here anyway, even though we did not 
have a support program, because of the desire of people gene 
over the world to sell their products in the American market, which 
is the best market in the world. 

Would you see any objection to following the pattern of section 104 
and giving the Secretary of Agriculture the authority to exercise 
immediate action pending a decision by the Tariff Commission ? 

Secretary Benson. I think it would be well to have that authority 
vested somewhere in the Government, either in the Chief Executive 
or through him to the Secretary of Agriculture. The Secretary of 
Agriculture has a lot of authority now as you know, Mr. Chairman. 
I am not seeking for any more power or authority. 

Mr. Anpresen. I notice in a recent statement that you said the 
Secretary of Agriculture had had too much authority. 

Secretary Benson. I have been very much surprised to find out how 
much authority is vested in the one office. But I do feel, however, if 
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we are going to have our support program. there must be some protec- 
tion. Otherwise we will be faced with holding an umbrella over the 
entire world production of some of these commodities. 

Not only that, but it will tend to divert those commodities from 
their normal channels, where they normally go into other countries 
where they are needed. So I think it is not only a protection to our 
own growers: It is a protection to consumers in other countries abroad, 
that we not permit undue quantities of commodities to come into this 
country under a high support program and take them away from 
people who need them in foreign countries. 

Mr. Anernetny. I would like to comment on the question our chair- 
man just propounded to you, and with all due deference, while I do 
ms think he proposed it, he just inquired whether or not yoa would 

rant the power vested in the Secretary. I think you very wisely 
suggested that it should be vested in the Chief Executive—the interim 
power to impose the limitations, pending a decision of the Tariff Com- 
mission, because certainly the Secretary of Agriculture would not in- 
voke an order of that kind without first securing the approval of the 
Chief Executive since it involved international trade, which is some- 
thing, of course, which the White House should be conferred with 
about. 

In all probability after the White House made up its mind about 
it, it would then probably seek your counsel and advice about it and 
the two of you would act jointly, more or less. I think the suggestion 
would be most appropriate. 

Secretary Benson. If I were choosing, I would much prefer to see 
it in the hands of the Chief Executive, not that I want to seek to 
shirk any responsibility, but it seems to me that is the rightful place 
to have it lodged. 

Mr. Anernetny. It seems to me it involves an international question 
involving many countries. 

Secretary Benson. It does. 

Mr. Aspernetuy. And certainly I do not think the Secretary of 
Agriculture or any other Secretary would want to take action of any 
kind which would affect international trade without the approval of 
the Chief Executive. 

So since the approval of the Chief Executive would be advisable, 
that is really where the power should rest. 

Secretary Benson. We found, of course, when we imposed em- 
bargoes against imports recently, that it did affect our international 

relations. It was ver y difficult to impose restrictions against imports 
from some of our friendly nations, but under our support program 
there was no other choice but to do it and under the law the Secretary 
was obligated. 

I think, however, if we have permanent legislation it has this ad- 

vantage: It stands as notice to our friends abroad that under certain 
conditions the authority of that permanent legislation will be invoked 
and there will be less likelihood of them sending i in excessive quantities 
if they know that that authority rests with the Chief Executive and 
is likely to be invoked when the quantities exceed certain quotas which 

may be granted. 

Mr. Anpresen. Under the provisions of section 104, the President 
is given the authority to administer the law, and as I understand it, 
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he delegated that authority to the Secretary of Agriculture in the 
previous administration. 

Secretary Benson. That is true. 

Mr. Anpresen. But I just wanted to inquire whether you sought 
or thought it might be desirable to secure that authority directly in 
the hands of the Recosturs of Agriculture? 

Secretary Benson. I think it would meet the needs if the authority 
were in the hands of the Chief Executive and then he could delegate 
it, of course, as he saw fit to do. He would likely delegate it to the 
Secretary of Agriculture. 

Mr. Anpresen. If section 22 is amended, what branch of the De- 
partment of Agriculture will administer that law ? 

Secretary Benson. We would be guided in the administration of 
it by the Solicitor of the Department as has been the case in 104. He 
usually tells us when, under the law, we are obligated to take action. 
But the Commodity Branches in PMA would make recommendations 
also to the Secretary and he would be guided by those recommenda- 
— and by the judgment of the Solicitor who interprets the law 
for him. 

Mr. Anpresen. A great deal of the success of the program will 
depend on who administers the law and the manner in which it is 
administered. 

Secretary Benson. That is right. 

Mr. Anpresen. That has been our difficult problem. 

Secretary Benson. Our hope is that we can administer the laws in 
keeping with the letter and spirit and the intention of the Congress. 

Mr. Anpresen. I would like to mention another matter on which 
you can help us, Mr. Secretary, and that is our programs in the United 
States attracting foreign imports of food. ven the Marshall plan 
was proposed in 1947, it was on the theory that there were many 
hungry people in the world and that these people were susceptible to 
Communist influence and that we should do something in the United 
States under the Marshall plan to help these people so that they would 
be relieved from the Communist influence. 

Dairy products, are, of course, vital foods. I think we all admit 
that, but under a program that permits unlimited imports, especially 
when we have the support programs, you have stated that it attracts 
the food and the dairy products from other countries. 

Secretary Benson. That is correct. 

Mr. Anpresen. And brings them into the United States. 

Secretary Benson. That is correct. 

Mr. Anpresen. Are we not in fact carrying out a program then that 
will take food away from hungry people unless we do have import 
controls ? 

Secretary Benson. I tried to point out that that is one of the real 
services. Certain restrictions of imports will tend to render service 
to other nations. They will prevent attracting those commodities 
from regular channels into our own country where they are not needed. 

Mr. AnpresEN. The historic channels for trade in Europe, partic- 
ularly from the dairy producing countries, were continental Eu- 
rope, the United Kingdom, Great Britain, and very little came into 
this country. 

Secretary Benson. That is right. 
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Mr. Anpresen. Now with our programs, as you have said, we are 
inviting those imports to come into the United States which takes 
away that food from the local people and from the normal channels 
of trade, and certainly it destroys the historic trade pattern between 
those countries that the Marshall plan was supposed to rehabilitate. 

Secretary Benson. Yes, sir. 

Mr. AnpbresEN. So I really feel that we will be doing the people 
of these exporting countries a great favor if we will control our im- 
ports and provide more food and restore their historic pattern, other- 
wise they will all become dependent upon us and any program that we 
may have in the United States to protect the integrated and the Ameri- 
can standard of living of the producers in this country. 

Do you subscribe in part to that statement 

Secretary Benson. Yes, I think there is a real element of truth 
in it, Mr. Congressman. I presume the manufacturers and the pro- 
ducers of those commodities would not look upon it that way, but 
certainly the normal producers of those commodities would look upon 
it as you have stated. 

Mr. Anpresen. It will do us no good to pile up butter and milk 
age in the United States that are being piled up in part at least 

rom excessive imports, and then turn around and pass legislation to 
send the butter and the milk powder and cheese to other countries and 
give it to hungry people, that we are permitting their producers to 
ship into the United States. 

Secretary Benson. Yes, it seems to me inconsistent. We do not 
need to pile it up here. We have got plenty. 

Mr. Awnpresen. The mayor of Washington is sitting here. Mr. 
Simpson suggested that what we should do is leave the dairy prod- 
ucts over there and pay them for them over there so they could use 
them instead of shipping them into the United States. 

Secretary Benson. In that way we would at least cut down the 
cost of transportation. 

Mr. Asernetuy. I would like to comment on that. I do not know 
how far we would get with our foreign friends by setting up the 
amount of dairy products they should consume in their countries. 
I do not think we could get too far by setting up in the United States 
the amount of milk, butter, cheese, or any other quantity of produce 
produced in those countries—the amount that they should consume. 

Mr. Stimpson. Does the gentleman know how far we have gotten 
with any of those countries? 

Mr. Apernetuy. I do not know, but I imagine before a quantity of 
food products moves out of a European country today, I imagine 
it is more or less cleared with that government, is it not? If they 
are satisfied with that standard, I do not think we would make too 
much progress by saying that instead of buying it you need to eat it 
yourself. 

Mr. AnprEsen. Let me give one illustration I think the gentleman 
will understand, to show how clever the importers are in this country. 
In 1950 we imported 24,000 pounds of whole milk powder, which was 
a drop in the bucket, but there was an embargo on butter, there was 
a restriction on cheese, and what did the foreign producers do? In- 
stead of shipping in 24,000 pounds in 1952, just 2 years after, we 
secured 37,000,000 pounds which was in great part responsible for the 
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shift or the lowering of the price of butter down to the support price. 
The foreign exporters are just as clever, and a little more than we are, 
and they will shift from one thing to the other in order to get the 
market ito the United States, and when they shipped in their whole- 
milk powder they just diverted from butter to cheese and whole-milk 
powder, and powdered cream, and shipped it into this country. 

So 1 hope you will give the foreign producers and exporters in 
particular some credit for showing ingenuity to do everything they 
can to capture the American market. 

Mr. Simpson. Mr. Secretary, I think you have been justified in 
supporting the price of milk and butterfat at 90 percent of parity. 
The reason I think so is that the dairy farmer has to buy corn to feed 
his dairy cows. If corn is supported, vou are justified in supporting 
milk and butter, but what I cannot quite understand is why we should 
say 90 per cent of parity. I doubt if there is any person in this room 
who would want to take 90 cents on the dollar on his salary. 

I think 90 percent is a misnomer and I think it is just as easy to 
say 100 percent and eliminate a lot of confusion. You stated on page 
2 of your statement that the Department required 143,000,000 pounds 
of butter, 75,000,000 pounds of cheese, and 212,000,000 pounds of non- 
fat dry milk solids. I am rather anxious about the Government’s 
stock of butter. 

As a member of this committee, I do not want to be a party to an- 
other potato famine and fiasco such as we had a few years ago. I 
am wondering, in your statement here, where you said there is no true 
surplus of dairy products. Would you mind explaining that? Have 
ve not a surplus of butter. 

Secretary Benson. In terms of total dairy products and the con- 
sumption needs of our people, I think there is no true surplus. There 
has probably been a failure to divert more of the milk now going into 
butter into whole milk use and to get that into areas where it is needed. 
The total production of milk per capita—dairy products per capita— 
is not as high as it was a few years ago. 

Mr. Stupeson. But vour recommendation relative to section 104 and 
changes in section 22, if actually in eflect and properly administered, 


what do you think would be the situation on the butter storage prob-. 


lem today? 

Secretary Benson. I am not sure [ got your point. You mean had 
it not been in effect / 

Mr. Simpson. You made some recommendations as to the diseon- 
tinuance and letting section 104 expire. You have made some recom- 
mendations as to strengthening section 22. If your recommenda- 
tion was in effect and had been in effect for several years, what do 
you think it would have done relative to the butter storage problem ? 

Secretary Benson. If section 22 had been made effective, I do not 
imagine the situation would be different from what it is at present 
because I would hope that section 22 could be made fully as effective 
in regulating imports under a support program as section 104. Ap- 
parently it would not be without some change—more effective adminis- 
tration or some amendment. 

Mr. Stmpson. There is another situation here in Washington. I 
do not know whether it is relevant to this or not—section 22. Dr. 
Simpson, of Pennsylvania, had what he called the peril-point amend- 
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ment and I would like to know how that affects, if any, the situation 
1 am talking about. 

Secretary Benson. Tam sorry, Iam afraid I am not acquainted with 
the amendment in any detail. 

Mr. Simpson. I wish to state that Dr. Simpson of Pennsylvania 
introduced it—I voted for it, however—that any product which 
reaches the danger point in this country, such as the watch industry, 
due to importation of watches. then the President could, under certain 
circumstances, stop importation. That is the way I understand it. 
Does this amendment of the Ways and Means Committee have any 
effect relative to the agricultural situation 4 That is what I would like 
somebody to tell me. 

Secretary Benson. I saw a brief report on the Simpson bill, but 
1 understood it did not apply to agricultural commodities—some of 
the metals and some industrial products, but not to agricultural 
products. Now I could stand to be corrected, but that is my under- 
standing. 

Mr. Simpson. I would be very interested to know. 

Secretary Benson. Mr. Loos, my Solicitor, who is better acquainted 
with it than I, says it does apply to agricultural commodities. 

Mr. Simpson. If it does, it probably will be up for reextension at 
this session. Why would not that section of the Ways and Means 
Committee work? I would like that answered, if you can tell me. 

Mr. Loos. I think the Congressman is referring to section 7 of the 
Trade Agreements Extension Act—the so-called escape clause. 

Mr. Simpson. That is right. 

Mr. Loos. That covers any commodity on which tariffs have been 
reduced pursuant to a trade agreement, and it provides for hearing 
before the Tariff Commission and for Executive action to restore the 
concessions that have been granted in whole or in part and to impose 
quotas in connection with importation of such commodities. 

Mr. Stmpson, Is it applicable in any way to agriculture ¢ 

Mr. Loos. It applies to any commodity on which concessions have 
been granted ina trade agreement. If it is an agricultural commodity 
on which concessions have been granted, the section does apply. How- 
ever, it is not designed with respect to protection of agricultural pro- 
grams. Whaat las to be shown to get relief under section 7 is that im- 
ports have increased either relatively or absolutely, as a result of the 
concession granted in the tariff and that such increase in imports has 
caused injury to the industry. 

Mr. Stmpson. The purpose of my question is whether or not the 
yeril point amendment as we called it on the House floor, is applica- 

le to agriculture, and if it is, do you need section 22 amended. 

Mr. Loos, It is applicable to agriculture but it does not have any 
authority for emergency action. You have to go through a proceed- 
ing before the Tariff Commission, and it is not broad enough to cover 
all of the protection that would be needed for agricultural programs, 
because you might have a situation where an agricultural program 
was endangered by imports, but you could not meet the requirements 
of section 7. 

Mr. Srmpson. That answers my question. 

Mr. Anpresen. I might also say to my colleague, that the difficulty 
has been in failure of the executive branch of the Government to work 
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on the escape clause or section 22 or any other provision of the law, 
and the proceedings before the Tariff Commission are so long and 
drawn out, that the barn is burned down before they can prevent the 
damage from being done. 

In the case of filberts, the gentleman will recollect that they have 
heen working on that for 6 years. My idea is to prevent damage be- 
fore it is done. If we can see it coming, and I am sure we can, we 
certainly should correct the legislation or existing law so as to make 
it workable in the event of emergency. 

Another thought occurs to me, Mr. Secretary, and that is with ref- 
erence to the President’s request to extend the Reciprocal Trade Act 
for | year so that further study can be given to our foreign trade 
policy. 

Why can we not take the same position with section 104, to extend 
section 104 for a year. Certainly there is more need for that than 
probably extending the Reciprocal Trade Act, because we have 90 
percent support on dairy products until April 1 of next year. You 
have set up a committee of 95 men from the dairy industry to work 
out a new program for the dairy farmers of this country. It would 
seem to me that it would be just as logical to extend section 104 until 
such time as we have worked out a new program for the dairy industry 
in order to protect the Government support program. Do you see 
anv lack of logic in that reasoning / 

Secretary Benson. It could be done, Congressman. You raised 
the objection a few moments ago of having to go through this every 
year or so. I would like to see protection for our price-support pro- 
grams placed on a permanent basis as soon as we can so that we 
wouldn't have to go through this each year. 

Mr. Anpresen. I] am more interested in getting a sound program for 
agriculture, including the dairy industry. 

Secretary Benson. I am very pleased that the President has ini- 
tiated this study. I think it is very much needed—this whole question 
of foreign trade and its relationship to our domestic production is 
a very vital one at the present time, and no segment of our economy is 
more vitally interested than agriculture. 

Many of our commodities are exported—a very high percentage of 
them, as you know—wheat and cotton some 40 percent, tobacco 25 
percent, much of our rice, and soon. So this whole question of foreign 
trade and its relationship to our domestic production is a very vital 
and important problem and I think it needs a very careful study, so 
IT am in full sympathy with the study which the President is initiat- 
ing in connection with the extension of the trade-agreement legislation. 

Mr. Anpresen. Iam also pleased with that, but as long as that study 
is being made, it seems to me that it would not be out of order to con- 
tinue section 104 until that study is being completed. 

Mr. Lovrr. Will the chairman yield? 

Mr. Anpresen. Yes. 

Mr. Lovre. It is my understanding, Mr. Secretary, that you have 
no objection to the object or the purpose of section 104, but only to 
the means, that is correct, is it not ? 

Secretary Benson. Yes. I think there is a need for authority to 
limit imports, so long as we have these support programs. 
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Mr. Lovre. If section 104 would be made permanent legislation, 
would it not answer the objection that foreign countries might have? 

Secretary Benson. I am not sure that it would. Of course it does 
not provide for any hearings before an independent body such as the 
Commission. It seems to me that the Secretary might be subject to 
considerable criticism. Probably it is not quite fair for him to pass 
judgment on his own program. Probably there should be some inde- 
pendent agency providing an opportunity for people to be heard pro- 
viding we could speed wp that action so it would not impose a hard- 
ship upon the industry affected domestically. 

That is why I feel that if we could provide for the hearings and 
still give the President emergency authority so he could move without 

raiting for the action of the Commission in emergency situations, 
that that would meet the needs. 

Mr. Lover. Could you not do that under section 104—ask for hear- 
ings. Could you not do that ? 

Secretary Benson. It would have to be amended, of course. It does 
not provide for it now as I understand it. 

Mr. Lovrr. Could not the Secretary do that voluntarily without 
being required by the law ? 

Secretary Benson. I presume he could, but there is no authorization 
for it, no direction for it, and I wonder if it would not be better to 
have those hearings conducted by someone else other than the person 
who has the authority to impose the quotas and the embargoes. 

Mr. Lover. There is one other question. I would like to carry on 
the thought that was raised by Congressman Simpson a little bit, first. 
According to your statement, on March 31 we had on hand 143 million 
pounds of butter, together with a surplus of other dairy products. 
What thought or study has been given by your Department to the dis- 
position of that surplus? 

Secretary Benson. We have given a lot of thought to it, Congress- 
man, and studies are under way now. As you know, it presents a 
very serious problem. 

Mr. Stvpson. Do not let it spoil. 

Secretary Benson. We do not want any of it to spoil. 

Mr. Lover. During these hearings, Mr. Secretary, we have been told 
that the Army has been buying a tremendous amount of butter sub- 
stitute. We have also been told that at West Point the boys up there 
do not know what butter is. I am wondering, under the circumstance, 
if it would not be advisable for your Department to dispose of that 
surplus for any price that can be found, to one of our governmental 
agencies such as the Army or any other Government agency, regard- 
less of the price, rather than to let that butter spoil? 

Mr. Anernetuy. May I add one thing to that before the Secretary 
answers; and then start buying shortening and cottonseed oil? 

Secretary Benson. I expected that reaction would come. Well, of 
course, I think we could afford to give it away, rather than let a com- 
modity as valuable as butter spoil. We of course are trying to save 
the taxpayers some money, too. We would prefer to sell it and get 
our money out of it if we can. 

The Army is buying—I think about half of their spread require- 
ment is coming from butter. Mr. Norton could probably correct me 
if that is a misstatement. That is my understanding. 


| 
| 
| 
| 
| 
| 
| 
\ 
. 
| 


11S DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


I think the Navy is buying butter almost exclusively as spread. We 
could sell more, 1 presume, if we put it down at the price of other 
spreads. 

Mr. Lovrr. We are all interested in economy and we want to save 
every dollar that we can for the American taxpayer. So long as we 
have this butter and this butter belongs to the American taxpayers it 
seems to me that it would be the height of folly not to dispose of this 
butter, even if you have to give it away to such agencies as the De- 
fense Department or West Point or any other governmental agency. 

It seems to me that would be in the interests of economy to do that. 

Secretary Benson. That is right and we are in full agreement with 
your observations and we are watching it very carefully. Of course, 
it is all in good storage now. We have had a check made recently 
and we feel there is no immediate danger of spoilage, but we have to 
check it periodically in order to be sure that there will be no spoilage, 
and before that time comes we certainly hope to dispose of it if neces- 
sary as gifts rather than have it deteriorate. 

Mr. Lovre. It seems to me we could save a little more money from 
storage if we disposed of it now rather than waiting until the point 
where it was likely to spoil. 

Mr. ANpreseN, Will the gentleman yield? 

Mr. Lovre. Yes. 

Mr. Awnpresen. I might advise the gentleman and members of the 
committee that on March 26, around 3 weeks ago, representatives from 
the Department of Agriculture Commodity Credit Corporation, Gen- 
eral Horkan, the Quartermaster General, and his representatives 
from the Defense organization were in my oflice trying to work out 
an understanding of transferring this butter from one governmental 
agency over to the Army. 

It was agreed at that time that it could be done and it would be done 
and all they are now doing is working out the details. 1am sorry to 
say that my last check which was 10 minutes of 9 this morning shows 
that they are still working out details. It should not require a good 
many details to transfer Government butter from one agency to an- 
other, especially when they need it, and I hope Mr. Secretary, you can 
put the pressure on in the proper places in a Cabinet meeting, if you 
please, to see that some of this butter goes to feed our boys in Korea, 
and in camps in this country and elsewhere in the world, before it 
spoils. It should be done right away. 

Secretary Benson. We will do that. I would like to, if I may, Mr. 
Chairman, ask Mr. Norton to comment on just what has been done 
in that direction. 

Mr. Norton. We have offered the Army 50 million pounds of butter 
meeting their specifications at a price competitive with other spreads 
other than butter and the intent is to keep them on the open market 
for their normal butter supplies. We have not heard how much of 
that they want and at what price they would like to have it. 

Mr. Lovre. When did you get that offer? 

Mr. Norton. The day before yesterday. 

Mr. Anpresen. They told me they got it this morning, but it seems 
to me that that is rather evading the question because you offered it to 
them on a competitive basis without mentioning the price. I suggest 
that once the taxpayers have paid for it you offer to turn it over to 
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them so they can save that much money out of the Department’s appro- 
riation, and as far as having Commodity Credit being reimbursed, 
do not think there will be any objection from the American people 
if the boys get that butter instead of oleo, 

Mr. Avernetuy. I do not know. My boys like oleo mighty well. 

Mr. Anpresen. I do not find any boys in Congress, from down in 
your end of the country, that will eat it down here. 

Secretary Benson. May I add that we have, as you probably know, 
made some 75 million pounds available through the school-lunch pro- 
gram and through public institutions, so we are trying to feed it out 
as we can Where it is needed and where it will do the most good with a 
minimum of loss to the taxpayer and we are going to continue to do 
that. 

Mr. Anpresen. How much butter was on hand with Commodity 
Credit as of yesterday 

Secretary Benson. It is 146 million less the 75 million I mentioned, 
so it would be 71 million pounds, 

Mr. Anpresen. That you still own? 

Secretary Benson. We still have that in the hands of Commodity 
Credit Corporation unencumbered. 

Mr. ANDRESEN. You turn over 35 to 50 million pounds to the Army 
and you will not have much left. 

Secretary Benson. That is true. We can get rid of it all right. 

Mr. Anpresen. I am sure you can. 

Secretary Benson. We hope that some of it can be fed out into the 
market eventually but we do not know. 

Mr. Anpresen. You are going into the flush season of production 
which will not terminate for several months. 

Secretary Benson. Yes, the normal flush season is ahead of us unless 
we should get some reverses in weather or something of that sort. 

Mr. Lovrr. I have another question, Mr. Secretary. I am a firm 
believer in preserving the domestic market for the domestic producer. 
1 was interested in one statement of yours which appears on page 7 
where you state with reference to section 104: 

It has been subjected to severe criticism on the ground that the procedure is 
arbitrary in character. 

Where does that criticism come from ? 

Secretary Benson. Some of it has come, I understand, from some 
foreign countries and possibly some of it from other departments of 
the Government. 

Mr. Lover. What other department ? 

Secretary Benson. I do not know that I could pinpoint just where it 
has come from. Certainly you know the State Department has the 
greater responsibility of trying to keep our foreign neighbors happy. 

Mr. Lovre. Then the purpose of permitting section 104 to die is 
more or less to appease our friendly foreign countries? 

Secretary Benson. I think there has been some retaliation from 
foreign countries because of it. They felt it was rather arbitrary. 
There are no hearings held and sometimes probably they feel that all 
the facts are not presented. I feel it would be a little safer and would 
induce less criticism if we could hold public hearings and let people 
come in and express themselves, and then in view of all the facts to go 
ahead and make whatever determination seemed advisable under the 
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law, providing the President had necessary emergency authority to 
meet an unusual situation pending the completion of the hearing. 

Mr. Dacue. You mean that your recommendation would be to con- 
fer the authorities carried in section 104 to the President as an 
emergency power pending hearings and investigations? 

Secretary Benson. Yes, 1 think there should be some emergency 
power pending the completion of the hearings. It may be that under 
section 22 properly administered, expeditiously handled, it would meet 
the demands, but history has not demonstrated that, and that is the 
thing I fear; that we will get in a position where we will have excessive 
imports coming in with no legislation to prevent them or no admin- 
istrative action to prevent them. It takes time to hold hearings, as 
you know—a long time on some. 

Mr. Anpresen. After all, all section 104 does is really to nail 
down the intent and purposes of section 22, is it not 4 

Secretary Benson. I guess if section 22 had been administered as 
Congress intended there would never have been any demand for sec- 
tion 

Mr. ANbresEN. That is correct, and the only purpose of 104 is to 
nail it down so we know the intent of Congress will be carried out. 

Mr. Harrison. Mr. Secretary, some of the questions that I had 
wanted to ask were asked by Congressman Lovre, but further pur- 
suance of the question of foreign trade: Is it your judgment that the 
retaliation on the part of foreign countries who are presumably of- 
fended by section 104, will be of consequence so far as our export of 
certain commodities such as wheat and cotton are concerned 4 

Secretary Benson. I think it very well might be, Mr. Congressman. 
It is a somewhat diflicult thing to measure accurately, and I have not 
made a study of it in any detail, but we have had reports that the 
reaction has been very unfavorable in some countries, and it might 
very well affect the exports of some of our commodities. 

Mr. Harrison, Is it not true that in many instances the desire to 
have access to our markets is not necessarily just for the dollars alone, 
but to trade for especially desirable commodities that they can get 
here that they could not get other places ? 

Secretary Benson. Yes, I think there is certainly an element of 
that in it. 

Mr. Harrison. I have in mind particularly a case that was brought 
to my attention, of Denmark, who wanted to trade us some of their 
surplus dairy products and their normal outlet, of course, would be in 
Britain which has a shortage of the dairy products that they want to 
trade to us, but they were very desirous of getting our automobiles 
and trucks, in preference to those of British make, so the great demand 
on their part for a share in our markets was due not so much actually 
to the desire for dollars as it was to acquire American-made autos and 
trucks which were preferred by the Danes to those of British make. 

Secretary Benson. Yes, I think that is true. 

Mr. Harrison. I think that is a factor that we have to take into 
consideration quite frequently in these foreign trade problems. 

Mr. AnpresEN. I might say to the gentleman that if Mr. Ford gets 
proper production and guaranties, he will go into those countries and 
make automobiles and sell them to the British, and Denmark and other 
foreign countries but they will be made by cheaper foreign labor than 
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here and undoubtedly he will ship them into the United States to re- 
_ place automobiles made by American labor. 

Mr. Harrison. If the chairman will permit me to make this face- 
tious remark, it has long been my observation that the great exponents 
of free trade are people who expect a profit by it. 

Mr. Anpresen. That is also true of the importers and exporters of 
foreign-produced dairy products. 

Mr. Harrison. They are not altogether unselfish in their altruistic 
motives. 

Mr. Anpresen. I have noticed, much to my amazement, that many 
of the diplomats from the United States, who are presumed to repre- 
sent the United States in foreign countries, in fact become commer- 
cial representatives of the countries to which they have been sent and 
I hope we certainly get a change in that so that our diplomats wiil 
represent the United States. 

It may be that we have to appease people over the world so that 
they will join with us to protect themselves, but there should be an 
end to appeasement, too. We found out that that did not work 
with the Communists and it will not work with any other group of 
people although they presume to be our friends, 

Mr. Williams? 

Mr. Mr. Secretary? 

Secretary Benson. Yes, Mr. Williams. 

Mr. WituiaMs. Is it your opinion that controlled imports on dairy 
products will materially solve the present-day problem? 

Secretary Benson. No, I am sure it will not solve the problem by 
itself. It will tend to reduce the size of the problem. 

Mr. Witu1aMs. In addition to that, you recommend better distri- 
bution of fluid milk? 

Secretary Benson. Yes. The industry has made a number of 
recommendations. I do not have them all here this morning and 
they are still working on it, and we have great hope that they are 
going to come up with some very definite and practical recommenda- 
tions that will be helpful to the industry. It is too soon to say just 
what will be done, but they are working and they have already made 
some suggestions that we think have great promise. 

Mr. Wiiu1ams. How long a period of time can you store butter 
under the modern refrigeration program ? 

Secretary Benson. It is my understanding that we are reasonably 
safe on 2 years. I would like Mr. Norton to answer that. Is that 
correct ? 

Mr. Norton. Yes. 

Secretary Benson. We are reasonably safe under proper storage 
for a 2-year period. 

Mr. Wiiu1ams. Do you know how many pounds are in storage now ? 

Mr. Norton. It varies. We will run about a million and a half 
pounds a week. 

Mr. WriutaMs. We are just entering what is called, in the dairy 
sections of America, the flush season. 

Secretary Benson. Yes. 

Mr. WittraMs. That will last about 214 months. 

Secretary Benson. It depends a lot on weather but it usually runs 
into May and June and into July and it varies a little with the dif- 
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ferent areas of the country. But usually May and June and early 
July is our heavy producing period. 

Mr. Grant. Mr, Chairman, IT had to leave a few moments ago to 
go with Chairman Hope over to the Rules Committee but 1 do not 
know that I have any questions. This looks to me from a simple 
observation, though, that the more dairy products we import the more 
the Government is going to have to buy. 

Mr. Poi. Mr. Secretary, I was very happy to notice on page 2 of 
your statement, where you say “The great need is for a sound market- 
ing and promotional program.” T believe that it is not so much a 
matter of overproduction as it is a problem of underconsumption. I 
think there are many people in our country who would like to con- 
sume a larger amount of dairy products if they could afford to buy 
them. 

I have received many letters complaining about the high price of 
butter; they wish this butter could be sold at a lower price so they 
could afford to buy it, and I believe that a promotional program is 
very helpful. I wish to compliment you, Mr. Secretary, on sponsoring 
a promotional program. 

I think, getting back to this oleo promotion, I think the oleo people 
have far outstripped the dairy industry in advertising. They have 
carried on a very extensive advertising program for various types of 
butter substitutes, and I think the dairy industry has lagged a little 
bit and I am glad that the Secretary is sponsoring an advertising 
program, if we may call it that, or urging the dairy industry to do 
so, and I think it is very helpful and I am glad you have mentioned 
that in your statement. 

Secretary Benson. I would like to say, Mr. Chairman, that recently 
the organized dairy producers have launched a program which will 
entail the spending of much larger siims of money to promote their 
own products and I think they have taken a very fine attitude toward 
our suggestion and urging. We have a fine working relationship with 
them on it. 

Mr. Anprrr. Mr. Chairman, I do not know if T have any questions 
but I would like to commend the Secretary for his splendid statement. 
It demonstrates to me that he has a keen grasp of the problems that 
are facing us, and T am glad, too, to get his explanation that there is 
no true surplus of dairy products. 

I think that a study of that situation might be of tremendous help 
to that in the future. I am glad to have your explanation of it. It 
was a splendid statement. 

Secretary Benson. Thank you, sir. 

Mr. Anpresen. Mr. King, any questions? 

Mr. Kine. No comment. 

Mr. Anpresen. We have some guests here this morning but we 
invited them all because this is your first appearance before the Com- 
mittee on Agriculture. 

Mr. Harrison. Mr. Secretary, you made mention that the per capita 
consumption of milk was down over.a period. Do you have a feeling 
that that is probably due to the fact that we have priced ourselves 
out of the market, to a degree? 

Secretary Benson. I think that is a contributing factor probab]l 
in some areas. It certainly is true in the case of butter today, but 1 
think there are other restrictions that probably need some study. 
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It may be possible to encourage the movement from surplus to 
deficit areas a little more freely than is possible under some of our 
present programs. There are ceratinly areas in the country where 
there seems to be a deficit of fresh milk, for example, and the industry 
is studying that now as one of the matters that they have under 
consideration, 

Mr. Harrison. This 90 percent of the parity, is that an influencing 
factor in pricing ourselves out of the niacin a 

Secretary Benson. I think the high support price on butter has 
tended to give an advantage to the competing spreads, and to that 
extent has tended to reduce the consumption of butter. I do not 
think there is any question about that. 

Mr. Harrison. In meeting with the industry, the industry in gen- 
eral was in favor of the high support prices ? 

Secretary Benson. Well, the industry, I thought, took a very sensi- 
ble attitude. They said they would like a period of a year to study 
the whole problem in the hope that they could come up with some 
recommendations and some proposals that would tend to improve the 
whole situation in the industry. 

Under the circumstances we felt that it was only fair to give them 
that opportunity and to work with them in the hope that we could 
develop a sounder and better program for this great industry—the 
most particular segment. or at least the largest segment in agriculture, 
nationwide—and it Was on that basis that the present support level 
was extended for a period of a year. 

Mr. Harrison. I think that is all. The Secretary is complimented 
in cooperating with the most important segment of the agricultural 
industry. 

Mr. Asernetuy. May I ask a question: Mr. Secretary, in your 
statement to Mr. Harrison just now, you stated that the high support 
price of butter has given an advantage to the fresh-milk products, 
which sell at a lesser price. I do not want to be misinterpreted as 
making any criticism. But if I understand you correctly in extending 
the support price on butter for the next 12 months, you do not feel 
then that you have favored the dairy industry ? 

Secretary Benson. No. I did not feel I was extending a favor to 
the dairy industry that I would not extend to any other industry 
under similar circumstances. 

Mr. ABERNETHY. Suppose I do not use the word “favor.” 

Secretary BeNson. Nor feel I was giving them an advantage. 

Mr. ABerNETHY. You do not figure you have put them in the hole 
further, do you? 

Secretary Benson. I certainly hope not, Congressman. No, I did 
not feel that. I felt that they wanted time to study the problem and 
try to devise a program that they could live with, that is workable, 
that would tend to move these surpluses into consumption, and reduce 
the cost of the program to the taxpayer. 

Mr. Aperneruy. I think this is a fair observation, then, in relation 
to what you have just said: that butter at its present price, even at its 
present support cannot stay in the market in competition with these 
other spreads; is that your opinion? 

Secretary Benson. Certainly, it is going to be very difficult with 
the price spread we have now, to stay in the market and of course 
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butter consumption has been decreasing, consumption of fluid milk 
has been increasing. 

As I appraise it, without having studied it in the detail that some 
of the men in the Department have, it seems to me that in the future 
a larger and larger proportion of our total production of milk is going 
into the fresh-milk market. 

I think the chairman would agree probably with that observation. 
That has been the trend now for a number of years. If I remember 
the figures—Mr. Norton can check me on this—it seems to me, Mr. 
Norton, that about 10 years ago approximately 50 to 52 percent of 
our total milk production went into the fresh market and now it is 
about 72 percent, so there has been a trend in that direction. 

Mr. Asernetuy. I think I understood someone to state this morn- 
ing that we now have the lowest total per capita consumption of milk 
that we have had for quite awhile. 

Secretary Benson. That is total dairy products in terms of milk 
equivalent. 

Mr. Norton. That is right. We are down 130 pounds per capita 
from our high. Our high was about 879 pounds per capita. It is 
down to about 730 now. 

Mr. Anpresen. As I understand it from the figures submitted to 
me we now have the lowest per capita production and the lowest per 
capita consumption of dairy products in history, and the figures also 
show that the consumers are paying the highest price for milk that 
they have paid in the last 20 or 30 years. Maybe it is an alltime high. 

Secretary Benson. At the same time, the consumption of fresh milk 
has gone up. 

Mr. AnbreseN. The consumption probably would be increased if the 
price were lower, too, and during the 6-year period beginning in 1946 
we have lost 4 million dairy cows, and our whole population has in- 
creased by more than 30 million people. 

Secretary Benson. That is right. 

Mr. AnpresEN. We really should have more milk cows to produce 
more milk and dairy products to sell to consumers at reasonable prices. 

Secretary Benson. Of course the low price of beef cattle, Mr. 
Chairman, which we have at the present time, may tend to increase the 
number of dairy cattle. You know, on many farms they can switch 
from one to the other, and if the price of dairy products is such in re- 
lation to beef that a farmer finds it more pediieibis to have dairy cows 
than beef cows, many of them will switch from one to the other. 

Mr. AnprEsEN. I was interested in your statement about transfer- 
re milk into deficit areas. We worked on that for a long time. 

Secretary Benson. I know you have. 

Mr. AnprESEN. But we find that local and State health restrictions 
have prevented the shipment of milk, even into the Washington mar- 
ket here, where they have a sort of closed shop, and with no marketing 
‘order, and it seems to me it would be a good thing for consumers here 
and elsewhere, wherever they have these closed shops, if we could get 
more milk into those areas, we would probably be performing a service. 

That is one thing that this committee is going to go into before we 
conclude our deliberations. 

Secretary Benson. I am glad to hear that because the industry com- 
mittee is also going into that problem. It so happens that some feel 
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that a larger proportion of the dairy products in the butter-producing 
areas could be moved out as fresh milk if there were not some of these 
extreme restrictions. 

Mr. Anpresen. I might say about Mr. McIntire, he comes from 
Maine where they produce potatoes. He went through the potato- 
support program and saw Canadian potatoes take over the market 
in the eastern part of the country, when our domestic potatoes were 
destroyed. 

We do not want that to happen in the dairy industry. 

Secretary Benson. I understand he has been a student of agricul- 
ture all his life. 

Mr. Anpresen. Mr. Belcher is here. Do you have any questions? 

Mr. Betcuer. No, sir. 

Mr. Anpresen. Mr. Hoeven ? 

Mr. Hoeven. I am not a member of this subcommittee but I do come 
from a large dairy State. I simply want to compliment the Secretary 
on the very splendid statement. In view of the fact that the Iowa 
General Assembly just this last week authorized the sale of colored 
oleomargarine, we of course are in sympathy with what you are trying 
to do—get rid of this butter surplus as quickly as possible. 

Mr. Anpresen. Mr. Hill, would you like to ask some questions? 

Mr. No questions. 

Mr. AnprEsen. Any other questions? 

(No response. ) 

Mr. AnpresEN. Mr. Secretary, just let me sum up here and see if 
we can try to pin this thing down. You have stated repeatedly here 
that there is need for import controls. 

Secretary Benson. So long as we have support programs, that keep 
our levels above the world market. 

Mr. Anpresen. And you also favor permanent legislation on import 
controls? 

Secretary Benson. Yes. 

Mr. Anpresen. You prefer section 22 if it is properly amended to 
give emergency authority to act before the Tariff Commission acts 
under sections 7 and 8 of the reciprocal trade program ? 

Secretary Benson. Yes, if it can be made to function properly to 
provide the protection which we need, then I would certainly favor 
section 22, 

Mr. AnpresEN. I want to get it clear whether or not you subscribe 
to the President’s recommendation of continuing the reciprocal trade 
program for a year for further study. 

Secretary Benson. Yes, I subscribe to it. I think it is a move in the 
right direction and I think it will provide time not only to study recip- 
rocal trade but the whole foreign trade program in its relationship to 
our domestic production. 

Mr. AnpreseNn. In view of the fact that we have a 90-percent sup- 
port for dairy products until April 1, 1954, and since you have a com- 
mittee from the industry who are working out a new program, are you 
adverse or do you favor the continuation of 104 for another year to 
give further study by your Department, this committee, and the indus- 
try, to give the authority to protect imports? 

Secretary Benson. I would prefer to see 22 invoked and made 
workable to cover all commodities, not only dairy products, and fats 
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and oils and rice, and all commodities, and use section 22, either 

through improved administration or an amendment to give the Presi- 

dent the necessary emergency powers to accomplish all that we accom- 

“paren under section 104 but to extend it to all commodities that may 
imported. 

Mr. Anpresen. Then you would not be averse to having section 
22 properly amended to give the emergency authority so that you can 
act immediately after June 30 or prior to June 30 as to what you 
are going to do? 

Secretary Benson. If it is found necessary in order to give the 
President the necessary authority to prevent excessive imports that 
would undercut our support programs. 

Mr. Anpresen. If such legislation is not enacted amending section 
22, then do you recommend the continuation of section 104? 

Secretary Benson. I would hope, Mr. Chairman, that either through 
more effective administration or through amendment, we could have 
the use of section 22 so that we would have the same authority over 
any imports of agricultural commodities for which we have a support 
program, that we now have on the limited number under section 104. 

Mr. Anpresen. If section 104 would be broadened to take in the 
other commodities under the support program, that would serve 
the same purpose, would it not? 

Secretary Benson. It would to a large extent, I would think. I 
still feel that we would get less adverse criticism and retaliation from 
abroad if we had a statute something like section 22 which was made 
workable, providing for appropriate hearings. I think that is the 
democratic way of doing it. 

Mr. AnpresENn. It isall inthe administration of the act. 

Secretary Benson. Very largely, that is true. 

Mr. Anpresen. And if it is not properly administered, you are 
running into the same situation that confronts us now. 

Secretary Benson. That is right. 

Mr. Anpresen. We thank you very much, Mr. Secretary. 

(End of excerpt from “Dairy Industry” hearing.) 

Mr. Anpresen. Now, the President has asked that Congress re- 
enact the reciprocal trade law or extend it for 1 year without any 
material amendments, for the purpose of giving a committee to be 
appointed to study our foreign-aid problem, an opportunity to study 
the foreign trade situation. 

I think we have a better case for continuing section 104 than for 
contiruing the reciprocal trade law, without any amendments. 

Unless effective import control legislation is approved for dairy 

roducts, fats and oils, peanuts, rice and other items in the Defense 

roduction Act, as it now stands under section 104, our country will 
be flooded with dairy products that will destroy any dairy support 
program and also of fats and oils, of which we have a tremendous 
surplus in the United States in the hands of the Government. 

The Government now owns, as most of vou know, or has under 
loan, more than $3 billion worth of commodities under the support 
program, and a good share of that is in Government ownership. 
think the last figure I got as of April 1 was $3,190,000,000 of commodi- 
ties, like cotton, cottonseed oil, tung oil, butter, cheese, milk powder, 
and a good many other items. 
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These are in the hands of the Government, and due to the falling 
prices on most of these commodities, the Government will undoubtedly 
take over ownership of this $3 billion worth of commodities. 

Now, let me particularly dwell on dairy products and to demon- 
strate to vou, if | can, the need for continuing section 104 in the same 
manner as the President has asked to continue the reciprocal trade 
program. 

In the first place, relating particularly to butter, the world price of 
butter is from 19 cents to 25 cents under the support price here in the 
United States. 

Every country in the world will send their butter to the United 
States if unlimited imports are permitted, to get the advantage of the 
higher price level in this country. 

What broke the price of butter, to bring it down to the support 
price last vear? In 1950, just 2 vears ago, we imported only 24,000 
pounds of whole-milk powder. Whole-milk powder is the powdered 
milk that has the butterfat im it, and is used largely in bakeries for 
baking goods, in ice cream, and for the manufacture of other food 
procucts in which butterfats are used. 

The imports of whole-milk powder rose from 24,000 pounds in 
1950 to 37 million pounds—and I repeat that—37 million pounds, in 
1942. 

Mr. Tauie. I understated the case vesterday, then, Mr. Andresen. 

Mr. ANDRESEN. You understated it by 4 million pounds, because it 
was actually 37 million, and | notice our friends from the Department 
did not set it right. 

Mr. Tauue. I understated the increase, too, when I said it was 
26,000, instead of 24,000 pounds in 1950. I spoke from memory. 

Mr. ANpreEsEN. The figures from the Department show 24,000 
pounds imported in 1950 and a little more than 37 million pounds in 
1952. 

Now, that imported whole-milk powder was a transfer of whole- 
milk from cheese and butter ito whole-milk powder that could be 
used as a substitute for butterfats produced in the United States. 

Most of that whole-milk powder imported in 1952 came into the 
United States in the last 6 months of the year. 

It broke the price of butterfat in the American market, and after 
November 28, 1952, the market price on butter had come down to 
the support price at that time, which was 67% cents per pound, and 
the Government was forced to buy American-produced butter under 
the price-support program. 

Now, section 22 does not provide for an embargo on any commodity. 
The gentlemen who testified yesterday said it serves equally well 
and they answered your question with section 104, 

Under paragraph (b) of section 22, you will find that the President 
can reduce imports down to 50 percent of any particular period used 
as a base period. So that whenever the base period used is fixed, 
and we don’t know what it will be fixed at, it may take in the years 
1934 and 1935, during the drought here, when we imported large 
quantities of butter, up to 20 million pounds; or it may take in some 
other period of time. 

The Department of Agriculture, in its brief to the Tariff Commis- 
sion, recommended taking in the vears 1930, 1931, 1932 and 1933, 
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and then they skipped the heavy import years and took a series of 
vears after that which gave an average of some 700,000 pounds of 
butter which could be imported. 

Now, 700,000 pounds of butter is not a great deal, but I don’t 
know whether the Tariff Commission is going to recommend that; and 
furthermore, I don’t know what the President is going to do, because 
he has the final authority, under section 22. 

I am satisfied with this: that the foreign producers, and the im- 
porters of other dairy commodities, as well, are just as clever as we 
are here in the United States. They want to sell in the market that 
will bring them the highest price, and so when they can get from 
19 to 25 cents a pound more for their butter, and get more for their 
cheese and more for their whole-milk powder, than they can in any 
other country of the world, or in their historic market, which is the 
continent of Europe and the United Kingdom, then they are going to 
ship their commodities into the United States. 

That is only natural. That is only good business, and that is only 
what we would do if we had the same opportunity to do it. 

What happened when all this whole-milk powder came in? 

We tried to get Secretary Brannan to stop those imports but he 
would not do it, and finally in March of this year, our new Secretary, 
Mr. Benson, who is sympathetic to the dairy industry, put on a 
straight embargo so that no more whole-milk powder could come in. 
Whole-milk powder is under embargo at the present time, which could 
not be done under section 22, 

We have a real problem in the dairy industry, and T will be very 
frank about it. Oleomargarine has come into use and took in over 
one-half of the consumption of butter in the United States. That 
has been done in the last 3 vears. Last vear the American people 
consumed more oleomargarine than they consumed butter. 

To me, at least, dairy products are the most vital part of our diet 
for the American people —milk, butter, cheese, ice cream, and the 
other dairy products. 

From 1946, and up to last year, because of the competition that 
we had, our dairy herds were reduced by more than 4 million dairy 
cows in the United States, at a time when our human population 
was increasing more than 30 million people. 

In other words, we should have had more milk for the American 
people at more reasonable prices. But instead of that, the dairy 
cows were liquidated and sold as meat to the American people. 

Mr. Hays. Mr. Chairman, would you let me interrupt you right 
there, and point out, however, that trend has been reversed in the 
past year, due to the defection in the meat market and the dairy 
products going up. 

Mr. AnpreEsEN. That is why I said, up to last year. That trend 
has been reversed, but it is estimated now that our milk production 
for 1953 will be around 115 billion pounds as against around 121 
billion pounds in 1946. 

I suppose, and I know there are certain groups of manufacturers 
and chemists in the United States who are perfecting synthetic 
products, to take the place of milk, made out of vegetable oil. 

I don’t know of any healthier food than dairy products for the 
American people, which makes up 18 percent of the diet of the 
American people. 
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Mr. Tauue. Mr. Chairman, if I may interrupt, the Government 
of the United States must have thought so too, during World War II, 
because when our then ally, Russia, had its back to the wall at 
Stalingrad, we sent the Russians 8 million pounds of butter to nourish 
their soldiers. Not some substitute; it was butter. 

Mr. ANDRESEN. I remember very well when we were shipping out 
butter to our allies throughout the world and one case in particular, 
a cargo of oleomargarine, was on it way to Russia or was being loaded 
in New York Harbor, and the Russians came around and insisted 
that they have butter enough instead of oleomargarine, and we were 
foolish enough to unload the oleomargarine and put on 92-score butter 
to ship to them. 

Those are facts. 

Now, let me follow up this on the dairy situation. It is so bad that 
the dairy industry is being threatened with liquidation. The end 
result in the reduction of dairy cows in this country has brought 
about the lowest supply of milk per capita to the American people 
and the highest price that they have ever paid in the history of this 
country. 

The average price of fluid milk throughout the United States is 
23 cents a quart. 

The Secretary of Agriculture has set up a committee to study the 
dairy problem. He recognizes that under the present support program 
we cannot continue to pile up large supplies of domestically produced 
dairy products. 

I recognize the price element enters into it with butter selling 
around 80 to 85 cents a pound, and competition from oleomargarine, 
where it is being sold from 21 cents up to 35 cents a pound. 

I remember very well the fight that we had in Congress over per- 
mitting the oleo industry to color their product vellow to look like 
butter. The oleo industry won that battle with the help of the 
Truman administration. The oleo industry was also permitted to 
flavor oleo so that it would taste like butter, and they also injected 
sharks liver oil to give their product the same vitamin content as 
butter. The end result is that the oleo industry has taken over more 
than one-half of the spread market in this country. However, I am 
convinced that a large majority of American consumers now eating 
margarine prefer good butter over oleo. 

But the Secretary has appointed this new committee to come forth 
with a new program for the dairy industry and fats and oils, and it 
will take them at least a year to complete their study and to work 
out something that will do the job, and be effective for the greatest 
part of our agricultural economy in the United States. 

I think they ought to have the time. I have been working here 
on the dairy program for over 25 years and I| have still to find the 
solution to it. I tried to absorb some of the information that some 
of the experts representing industry give me and | am putting up a 
fight for the dairy industry and the producers of fats and oils in this 
country, because I feel they are essential to the economy of the 
United States, and I think if we are going to have a new program, the 
experts in industry who are working on a new program should be 
given an opportunity to do so. 

Now, we have our dairy committee investigating the dairy situation, 
of which I happen to be the chairman. We y oe held our first 
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hearings on import controls. We felt that the first thing to consider 
was import-control legislation and so we held our hearings on that 
part of our study. 

But we have been dealing with the problem and we have heard 
members of the industry, the Secretary of Agriculture, and Mr. 
Linders, of the State Department, who, I am satisfied, never reflected 
the views of the State Department. He served for 2 years under Mr. 
Acheson and Mr. Truman, and what he told us at the hearings 
sounded like the same old stuff. 

Mr. Berrs. Was he the man who testified here a vear ago? 

Mr. Anpresen. No, that was Mr. Thorpe, and he didn’t know much 
more about it, either. 

Mr. Hays. You may remember last vear I cast the deciding vote in 
that committee that kept this section in the bill. [ believed in it, and 
I thought vou made a very good case, but | would like to, in the light 
of hearings in years past, ask you this. The price of milk in my area 
has gone down $1.25 a hundred. The price of milk to the consumer 
has not gone down a nickel, not even a penny. 

There seems to me there must be something wrong, because you 
know and I know that increasing labor costs have not risen to such an 
extent as to make that difference. 

Mr. ANnpresen. And your feed costs have not gone down very much 
either? 

Mr. Hays. Not at all. We are in a deficiency area, sir, and we 
import our feed from the Midwest and we use such things as corn and 
barley which enter into dairy costs—wheat doesn’t enter into it so 
much—and they have been supported and so our feed costs haven’t 
gone down any. 

Mr. ANprRESEN. We have 500,000,000 bushels of corn on hand at 
the beginning of the new crop year when harvesttime comes round 
and thev will probably have other feeds too. 

Mr. Hays. Did vou find anything in vour hearings that would in- 
dicate who is getting this dollar and a quarter? 

Mr. ANpresen. We just happen, as vou know, to be in the flush 
season of dairy production, which will run here for another 6 weeks. 

Then dairy production, unless we have unusual pasture, will taper 
off, so that the supply of milk will be less and less, until we get into the 
new production season next vear. 

Mr. Hays. Yes, but the price of milk in January and February, 
for the first time in my memory, to a milk producer, now it dropped 
in January and February, and we had no flush pastures then. 

Mr. ANpDRESEN. But we did have unusual winter weather. It is 
the first time in many vears that we had a mild winter, like we had 
this year in the Northern States. 

Mr. Hays. I admit that you are making a good argument, but 
still nobody knows what happened to that money which the farmer 
does not get. 

Mr. AnpresEN. I can tell you briefly just what happened, and I 
think vou know it. The labor costs that go into everything that the 
dairy farmers require have been going up instead of going down and 
at the present time negotiations are taking place in many industries 
in the United States, and it is going to hit the dairy industry. 

So when your labor costs go up, you have a factor there that keeps 
the price up to the consumer. 
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Mr. Hays. I don’t think the labor cost is all of it, because the 
labor cost has not increased in the past year. 

Mr. AnprRESEN. Here in Washington they have a closed shop. 

Mr. Hays. That is right. 

Mr. ANDRESEN. You can't ship in milk to the Distriet of Colum- 
bia—and I don’t believe in the closed shop, even for the dairy 
industry —— 

Mr. Hays. Yes. 

Mr. ANDRESEN. Excepting around the United States—but all of 
these factors enter into it, and all the principal items that keep the 
price of consumer’s goods up on everything is the labor costs that 
enter into every item that the people buy. 

Now, | appreciate the position that you took last year, because 
I definitely feel that vou did a great service to our great industry, 
the dairy industry. 

Here we are conducting this study for a plan to come up with a 
new program for the dairy farmers, and that will also take in the fats 
and oils. 

The Department of Agriculture is doing the same thing. They 
have a large group of specialists down there to work with their group 
of 95 men from the industry, to work out this program and present 
it to Congress. 

We are giving real study to the problems, because we recognize 
that the dairy industry is in a bad way, and | am thinking just as much 
of the consumers of this country as I am for the producers, because 
vou have to have the basie commodity which is produced on the farms 
in order to take care of the vital needs of the individual domestie 
consumers. 

Mr. Hays. In other words, if vou wipe out the dairy industry, the 
consumer will feel it ultimately and feel it really hard, because there 
will be no substitute competition and these producers will charge all 
they think the traffie will bear? 

Mr. Anpresen. That is right. And | predicted that when oleo- 
margarine came, the people would be paying premiun prices for it. 

Now, on dairy products, prices to producers are temporarily on the 
downgrade but will be going up after July 15. 

Under the reciprocal-trade proposal, the President is asking for the 
same thing I am asking for here and the men from the industry will 
request. Section 104 should be continued. 

Of course the administration is not asking for that but they are 
asking to have the reciprocal trade program continued so that they 
can study our foreign trade. 

T am willing to give them that opportunity, but I certainly think 
that for Members of Congress, it is our first duty to protect American 
producers, because we have too many people in this country who are 
not only trying to liquidate the dairy industry, but who are trying 
to liquidate other branches of our industry and other parts of our 
economy. 

If you are going to be for protecting our own people, then we had 
better go across the line, rather than to make an exception to the rule, 
if we ourselves are not hurt. 

Now, much was made yesterday by Mr. Gordon and Mr. Short 
about how section 22 would work. 
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I believe, Mr. Brown, you asked them if it would be equally effective 
and the answer was “Yes.” 

I regret to differ with them and I say the answer is definitely ““No,” 
and I can prove it, and show you on fats and oils and peanut oil, and 
things raised down in your part of our country, that if the imports 
of these commodities are permitted to come into the United States, 
it will leave the Government holding the bag under the support 
program. 

Right now the Government has nearly enough cottonseed oil to 
run the country for another vear purchased under the support program. 

The price is higher; the market price is, I think, around 15 cents a 
pound on cottonseed oil; but the price of soybean oil is lower, so that 
the oleomargarine industry is going into the use of soybean oil in lieu 
of cottonseed oil. 

So what I am trying to point out to you gentlemen here today is 
the desperate need to continue some program, and I say that section 
104 is the only program that will effectively carry out import controls 
where the authority is delegated to the President, who administers 
the law, and not directly to the Secretary of Agriculture. 

I would prefer to have one man responsible, like the Secretary of 
Agriculture; but Mr. Benson said he has too much authority now 
and he would prefer to have it in the hands of the President, and 
then the President, if he so desires, can give that authority to the 
Secretary of Agriculture, to administer the act and make the findings. 

Now, section 104 is not a tight control law. They have certain 
discretion under it, they have to make certain findings, and those 
findings were put into the section so as to give them a yardstick to 
go by, and there has not been very much curtailment on imports in the 
last year or the last 2 years, when section 104 has been in operation. 

In 1950, approximately 56 million pounds of cheese came into the 
United States and very little whole milk powder. 

In 1951, after the section 104 was approved, in July of 1951, the 
imports on cheese were around 53 million pounds. 

Last year the imports were close to 50 million pounds. And several 
types of cheese made out of sheeps’ milk and goats’ milk were decon- 
trolled and there is no limit what they could send into the country, like 
Roquefort cheese and other cheeses made out of sheep’s milk and 
goats’ milk, and it is really only on the competitive types of cheese 
that we are trying to protect our domestic market. 

Mr. Tautute. Mr. Chairman, it seems to me the conference com- 
mittee was quite liberal last year, when we amended the law, because 
we increased from 10 to 15 percent the discretionary power of the 
Secretary of Agriculture. 

Mr. ANDRESEN. They were too liberal when they added 15 percent 
to the quota of the year before. That would have worked out all 
right provided that 15 percent would have been used by the Secretary 
of Agriculture to take care of hardship cases, but the then Secretar 
took the entire 15 percent, added the whole quota, and increased all 
types of cheeses 15 percent, and consequently he destroyed the 
effectiveness of the main purpose of section 104. 

Mr. Tauue. And still the intent of the conference committee when 
it wrote that bill, was just as clear as A BC. 

Mr. ANDRESEN. Certainly. 
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What is going to happen here until we get the import controls 
effectively administered and honestly administered? 

I predict this. The United States will be used as the dumping 
ground for butter, cheese, fats, and oils, because of the higher price 
supported by the support program. 

That will mean, then, the foreign products will be sold a few cents 
under the support price to our consumers in the United States, and the 
Government will be buying butter and cheese and fats and oils 
produced by farmers in this country. 

Now, it is said if we let 700,000 pounds of butter come in here, that 
it would not make much difference. 

That quantity is not very large, no. But it all depends on the time 
it is dumped on the market. The price of butter and cheese is now 
down to the support price and if this butter and cheese comes in here 
after June 30, even under a reduced quantity, under section 22, it will 
still be the depressing factor that will keep the price of butter and 
cheese down to the support price where the Government will be re- 
quired to buy what is produced here in the United States. 

We have purchased, I have already told you, 194 million pounds of 
butter since last November 28. 

The price was driven down to the support price and it was held down 
there ever since. 

Then you add the imports on top of it. The gentlemen yesterday 
said they would have to buy an equivalent amount to what came in. 

Well, if they ship in a cargo today and the price is the support price 
of 65% cents a pound, and the Secretary says he is going to maintain 
that until April 1 of next vear, and you find that foreign butter coming 
in here, it will keep the market price down to the support level, and the 
Government will become the buyer, and they will buy 10 times or 
more of the butter and cheese produced in the United States, and 
you can’t get away from it. ; 

The best illustration we have gone through on the support program 
was in the handling of potatoes. 

Our Government spent between four and five hundred million 
dollars to support the price of potatoes. 

And when we brought the price of potatoes here to support price, 
the potato growers in eastern Canada doubled their acreage, shipped 
their potatoes down here, and sold them a few cents under the support 
price, and took over the entire market of the eastern United States. 

And the Government wasted four or five hundred million dollars 
to support the price of potatoes, and we discontinued the potato 
program. 

I have the utmost sympathy for that part of our domestic economy 
that is engaged in the production of potatoes; but to make an effective 
support program work, our program cannot be a support price for the 
entire world. 

It is intended for domestic producers and not for the entire world. 
And then you must have import controls to go with it in order to 
protect our taxpayers and the Treasury of the United States from 
buying all of this food produced by our domestic producers. 

There is another reason why section 104 should be continued by 
this committee, as a part of whatever you report of the Defense Pro- 
duction Act. It will not do any good to increase the tariffs. Mr. 
Gordon said yesterday that section 22 would be equally effective. 
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Why, at the time that we put through section 22, and I helped write 
it on the committee, in 1935, there was no support program on dairy 
products. The duty on butter was 14 cents a pound, and the duty on 
cheese was twice as high as it is today. 

So we have an entirely different situation and section 22 must 
undergo drastic amendment to take care of these new factors under 
the support program. 

Mr. Brown. Mr. Chairman, if the gentleman will yield — 

Mr. Anpresen. Yes. 

Mr. Brown. I have to leave but before I do, I should like to con- 
gratulate the gentleman for the very fine presentation that he has 
made. 

Mr. Anpresen. I thank the gentleman and hope that he has re- 
ceived the information in response to the questions he asked yesterday. 

Mr. Tauue. I think there is another point to consider in reference 
to what you said a moment ago. The Tariff Commission is an inde- 
pendent agency, is it not? 

Mr. Anpresen. The President has asked the Tariff Commission to 
make an independent investigation of the commodities covered under 
104, with the request that the Commission make a report by June 1, 
so that the executive branch of the Government would have an op- 
portunity to make a study of the findings of the Tariff Commission, 

I do not know what the Tariff Commission is going to recommend. 

If they recommend section 22, undoubtedly which they will do, 
that will be ineffective, unless section 22 is amended. 

Furthermore, the delay that will follow action after the Tariff 
Commission makes its recommendation, may run into several months, 

Now, it has been mentioned here that section 22 covers all com- 
modities. 

Yes, it does; but it has only been used, as I understand it, six times 
since 1935. They failed to use it when we were in trouble and had to 
put through section 104 in 1951. 

They have tried it out on filberts and they have waited 6 years 
for executive action by the President in the case of filberts. So I do 
not know how effective section 22 will be administered. 

I have confidence in Secretary Benson, that he will try to do a 

ood job with whatever law and authority is given to him by the 
President, But nobody can predict what will happen. 

The result, then, is this uncertainty that is going on, is making the 
United States Government the storer and warehouser of butter that 
is produced by the American farmers that should go into private 
warehouses and private ownership, to be used next fall or next winter 
when we have a short supply of dairy products. 

Mr. Tauun. I certainly agree with you that there is bound to be a 
delay and the uncertainty in the picture would certainly be discourag- 
ing to the dairy industry, and it would therefore seem to be reasonable 
to continue section 104 until we find out what the Tariff Commission 
has to say, and whether the findings of that Commission would meet 
the problem. 

Mr. ANpresEN. That is my theory, especially since a study is going 
on, and as long as we have the price-support program for another 
year for dairy products, and unless effective controls are put into 
operation, why then our support price for domestic producers would 
become the support price for the entire world. 
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Mr. Hays. Well, Mr. Andresen, do you know any time the Tariff 
Commission has done anything but make a study, anyway? 

Mr. AnpreseN. Well, they make a study. 

Mr. Hays. But their studies never result in any concrete action. I 
can never find any instances where their studies have. 

Mr. Anpresen. They do, as far as the dairy industry is concerned, 
and I have had something like 25 years’ experience in this matter. 

Mr. Hays. Of course I defer to your experience. 

Mr. Anpresen. I can learn a lot from you, too. 

Mr. Hays. But from my experience and observation, they never 
arrive with any conclusions and put them into action; and finally, if 
they do wind up with some conclusions, it is to the effect that if the 
industry cannot compete, they had better go out of business, and the 
people engaged in it had better get in some business where they can 
compete. 

But they miss the point that in case of war, you can’t have that 
competitive industry; you can’t import the things they say you should 
import. So where are you? 

Mr. ANpRESEN. | might say to the gentleman that for several years 
I appeared before the Committee for Reciprocity Information, speak- 
ing for 60 or 70 members of the House, on different subjects. 

I finally asked the chairman of the Commission if he paid any 
attention to what I was trying to tell him, or if the State Department 
at that time paid any attention to it, and he just kind of smiled, and 
that was the last time I went down there. 

There is no use to waste any time over it. 

I believe vou asked a question vesterday in reference to the effec- 
tiveness of section 22, with reference to other commodities. 

Let’s take the case of wheat, and we produce a surplus of wheat, as 
well as of cotton and other commodities. 

At the present time, and it has been so for years, there is a quota 
on wheat which permits 800,000 bushels of wheat to come in here a 
year, which is just a drop in the bucket. It is purchased in 1 day. 
Our production last year was over 1,300,000,000 bushels. The State 
of Kansas alone produced over 300 million bushels of wheat. 

Now, you cannot bring cotton into the United States of the types 
that are grown in surplus supply in this country. That is effective 
control. That was not done under section 22 but that was in being 
at the time they reached this international trade agreement over in 
France, or some place in Europe, when they got together to decide 
what they wanted to ship into the United States, and take away from 
the domestic market. 

Mr. Merrivyi. You say that wheat quota isn’t a section 22 quota? 

Mr. ANpreEsEN. I don’t know how. They probably put it in under 
section 22, but it was put in at a time before they reached this inter- 
national agreement over in France. But that quota stands. 

I had a rather interesting experience the other day that I feel I 
should tell the committee, in view of what was said here about retalia- 
tory action taken by the Netherlands or Holland against us. 

It was stated they had retaliated against us for cutting down our 
imports of cheese and other dairy products. They had some cut, but 
not any material cut, and I would not be surprised but that some of 
our officials in the State Department at that time encouraged them 
to take some retaliatory action against the United States, or at least, 
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threaten it, so that they might secure repeal of section 104, which 
they were trying to do. 

But the Minister of Agriculture from Holland visited our committee 
about 3 weeks ago, a very fine gentleman. He is fighting for the 
interests of the producers in Holland and I admire him for it, and that 
is the way I want to fight for the producers of this country. 

After we had exchanged salutations and he made a little talk to the 
committee, I said, “You are a producer of dairy products and you 
want to ship unlimited quantities into the United States?” 

He said, “Yes.” 

I said, “We have got around 100 million pounds of butter here and 
126 million pounds of cheese. I would like to ship some of that over 
to Holland.” 

He said, “Oh, you can’t do that. It would injure our programs 
and our domestic producers.” 

I admire him for saying that, when he said “We have got the same 
kind of a program that you have, to protect our producers over there.” 

And speaking about retaliation, the gentleman here said vesterday, 
I think one figure was used of 34,000 metric tons of wheat, that a 
Hollander refused to take. 

Let me give you the facts. I explored it in the Department since. 
I don’t want to discredit the gentlemen here. They just did not go 
into it. 

I talked this morning to the head of the milling association, who 
would also like to sell more flour over there. But the gentleman 
said here vesterday—lI think one of them corrected it and said about 
13,000 tons of wheat, that was the figure on the retaliation. 

Well, it is 3,000 tons a quarter, not of wheat, but of wheat flour, 
which is being subsidized to the tune of 45 cents a bushel for wheat, 
under the International Wheat Agreement. 

I have here a letter from one of the big milling companies in the 
country, from the vice president who just returned, and he said, 
“You are right in trying to protect our American producers,” and 
he said, “You ought to protect the milling industry in the United 
States.” 

“And the reason,” he said, “is we have been building flour mills 
with Marshall money all over Europe, and of course these people in 
Holland, if they buy their wheat at 45 cents a bushel discount, 
which we are paying them out of the Treasury of the United States, 
under the International Wheat Agreement, they would prefer to buy 
the wheat and mill it, so that they could produce the bran and shorts 
to raise more dairy cattle to produce more dairy products to ship 
to the United States.” 

And furthermore, they can buy wheat cheaper—all of these wheat 
users can probably buy wheat 20 cents cheaper in Canada after they 
use their quota. 

So it is not as bad as was made out yesterday. It 1s 3,000 tons of 
whole wheat flour they refused to buy for each quarter, and while we 
should do what we can to help sell more wheat and flour to those people 
over there and elsewhere in the world, 1 am dogonned if I am going 
to stand by and see them liquidate the dairy industry and the pro- 
ducers of fats and oils. 

Now, Mr. Chairman, I have taken too much time, and there is a 
lot more 1 could mention about this one thing. I made a survey of 
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all the secretaries of agriculture in the States of the United States, 
all 48 of them. 

I have received replies from approximately 42 and every secretary 
of agriculture, including the secretary of Michigan and of Georgia, 
and the other States, recommend the continuance of import controls 
as necessary for the dairy industry, and for the future welfare of our 
country, as long as we have a support program. 

I also have here, and I don’t want to load the record, but it has been 
mentioned about tariffs. [| mentioned the tariff on butter and cheese 
was cut in two, but every country that we want to deal with, nearly 
every country, and there may be | or 2 exceptions, tariffs don’t mean 
anything. They can devalue their currencies, such as they did back 
in 1949, largely at the request of our Government; they devalued 30 
percent, so that we do buy more stuff over there under the devalued 
currency. 

But I have here the currency controls in virtually all of the countries 
that we have been doing business with, and the Government controls 
the imports under licenses, and so the gentleman from Holland said 
we could not ship our surplus butter and cheese over there; we would 
have to get a license. He said they could not let it come in because it 
would hurt them. And so it is with Denmark and Sweden and Nor- 
way and Australia and New Zealand, and the principal dairy producing 
countries of the world. 

Now, I think it is our duty to kind of protect our people, just as 
well as they are trying to look out for their people. 

Mr. Chairman, [ urge that your committee continue section 104 as 
a part of the Defense Production Act of 1953 for the following reasons: 
(1) The Secretary of Agriculture has created a committee of 95 
representatives of the dairy industry to work out a new legislative 
plan for the industry. It will take many months for the committee to 
develop an effective plan to give equality and proper protection for 
the Nation’s dairy industry. 

(2) A special committee of the Committee on Agriculture is con- 
ducting hearings on the dairy situation in this country. We are 
coordinating our investigation in line with the effort of Secretary 
Benson to work out a successful plan for the dairy industry. 

(3) Unless effective import controls are established, the support- 
price program, which will be in operation until April 1, 1954, at 90 
percent of parity for domestically produced commodities, will become 
a support program for the entire world. This will attract hundreds of 
millions of pounds of dairy products, fats and oils, and other commodi- 
ties enumerated in section 104 and cost the Government and taxpayers 
of this country several hundred million dollars to support the price of 
domestically produced commodities. 

(4) The committee appointed by the Secretary of Agriculture and 
your legislative committee of the House Committee oa Agriculture 
should be given ample time to work out a satisfactory program for the 
dairy industry without being jeopardized by excessive imports of 
competitive dairy products, fats and oils. 

(5) Without effective import controls, properly administered, the 
entire price-support program will be jeopardized for all commodities 
= the cost to the Federal Government will run into billions of 

ollars. 
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(6) Section 22 will not provide effective import control legislation. 
The Secretary of Agriculture states that section 22 is in need of 
effective amendments that will give him the authority to adequately 
limit imports of dairy products. This is not provided in section 22 
at the present time. I expect the Secretary’s committee and your 
House committee to propose amendments to section 22 when the 
present effort to study the dairy situation and its needs has been 
completed, 

(7) The President has requested a continuation of the reciprocal 
trade law for 1 vear in order that a Commission, appointed by him 
and Congress, be afforded an opportunity to study our foreign trade 
situation. This is similar to the request that [ am making to vour 
committee urging the reenactment of section 104. The situation 
facing the dairy industry is far more critical than the condition facing 
any other branch of our agricultural economy. I again urge that 
section 104 be reenacted into law for a period of 1 year. 

Thank you very much. 

The Cuarrman. Thank you. Are there any questions? 

If not, we will recess at this time and reconvene this afternoon at 
2:30 p.m. 

(Whereupon, at 11:15 a. m., the hearing recessed until 2:30 p.m.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., the Honorable Jesse Wolcott, 
chairman, presiding. ) 

Present: Messrs. Wolcott (presiding), Gamble, Talle, Kilburn, 
McDonough, Betts, Mumma, MeVey, Merrill, Oakman, Hiestand, 
Brown, Multer, Dollinger, Barrett, Hays, and O’Hara. 

The CuatrMan. We will proceed with the consideration of S. 1081. 

Mr. Reed of the National Creameries Association. 

We are very glad to have vou here with us, Mr. Reed. 


STATEMENT OF OTIE M. REED, REPRESENTING NATIONAL 
CREAMERIES ASSOCIATION, ST. PAUL, MINN. 


Mr. Reep. Mr. Chairman, and members of the committee, a 
number of us in the dairy industry who have testified with regard to 
these matters from time to time try to limit our statements so that 
we do not repeat each other so much because the basic facts we use 
are pretty much the same. That always raises a question as to what 
to include or exclude in one statement and this morning, after the 
excellent presentation of Congressman Andresen, I find, in looking 
through my statement, that I have very, very little to add to that 
statement. 

However, I will go through a few matters here, largely for purposes 
of emphasis. 

My name is Otie M. Reed. I am the Washington representative 
of the National Creameries Association. We have our headquarters 
at St. Paul, Minn., and our Washington offices at 777 14th Street 
NW., here in Washington. The National Creameries Association is 
composed of about 950 dairy processing plants. Those are both 
cooperative and private, of the total about 85 percent are cooperative. 
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They are supplied directly by 300,000 dairy farmers, located in 
Wisconsin, Minnesota, lowa, North Dakota, South Dakota, Kansas, 
Nebraska, and Wyoming. 

We are interested primarily in the production of butter and dry milk 
solids, although our members do cover the entire range of milk and 
dairy products, processing and distribution. 

I would like to comment first as to the fact that there is a conflict 
in viewpoint between the manufacturing milk industry and producer 
and the Administration, with regard to the need for continuing section 
104. 

Congressman Andresen covered this rather fully this morning so | 
just sort of pinpoint my remarks. 

The administration spokesmen on several occasions before the 
Senate and the House have recommended that section 104 be permitted 
to expire on its scheduled expiration date of June 30 this year. They 
argue that the problem of import controls for dairy products can be 
handled under section 22 of the Agricultural Adjustment Act, as 
amended. It is to be noted, however, that in one appearance —I 
think it was before the House subcommittee of the Committee on 
Agriculture——which was dealing with the dairy industry, Secretary 
Benson indicated that section 22 needed to be strengthened. 

The President has directed the Tariff Commission to make an 
investigation under 22 of the Agricultural Adjustment Act. The 
Tariff Commission has held hearings, and in his letter, in which he 
requested the investigation, the President suggested that they make 
their findings to him by June 1 of this year. 

As I noted the Tariff Commission has completed its hearings but 
we have no information at this date as to what, if any, findings and 
recommendations they will make to the President. 

Also, in regard to foreign trade, the Eisenhower administration has 
requested that the Trade Agreements Act be extended for another 
year, without material change. 

It is contemplated that during this vear’s extension, if it is granted, 
that the President will appoint a commission which would have the 
duty of studying our entire foreign trade and foreign trade poliey. 
We assume that the findings of any such commission would be used 
as the basis for legislation which would be recommended to the Con- 
gress next vear. 

Other study groups have been appointed that have some point 
here with regard to this problem. The Secretary of Agriculture, 
when he extended the dairy price support this vear for another market- 
ing vear ending March 31, 1954, requested the dairy industry to work 
out a program which would presumably be less expensive and less 
subject to various and sundry problems in administration than the 
one now current. 

He indicated he was continuing the price support program at 90 
pereent of parity for ahother vear in order to give the dairy industry 
time to accomplish this study. 

Since that was done, the Secretary has carried through and has 
appointed a dairy advisory committee of some 95 people taken from 
all parts of the dairy industry and also from the general trade. 

The advisory committee has held one meeting and a smaller com- 
mittee of the larger committee has just completed another meeting. 
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There is no doubt that the dairy industry is very much interested 
in cooperating with the Secretary of Agriculture in the development 
of a new program. 

However, to do this from scratch so to speak takes a lot of time, 
and it will be about a vear, we believe, before any positive program 
can be developed, worked out in cooperation with the administration, 
submitted to the Congress, and perhaps enacted into law. 

As far as we are concerned, we have had several years of experience 
with section 104, which the Congress passed in 1951, and extended 
for another year in 1952. We know that that section works fairly 
satisfactorily. On the other hand, we have had many years of 
experience with section 22, and as was noted this morning, that section 
has been used very rarely. 

It is probably true that if section 22 had been forcefully adminis- 
tered heretofore, section 104 might never have been enacted. 

However, heretofore section 22 has not been administered in a 
fashion which we think the Congress intended. 

Mr. Kinsurn. 104 wasn’t administered last year. 

Mr. Reep. Section 22 hasn’t been administered. 

Mr. Kitpurn. 104 wasn’t administered very well last year. 

Mr. Rexp. There was quite a problem, Congressman, with regard 
to imports of dry whole milk and dry buttermilk. About this time 
last vear, we made representations to the Department of Agriculture 
requesting them to regulate the importation of those commodities, 
which was increasing very greatly. 

I think the figures show that in 1950 there was an importation of 
about 25,000 pounds of dry whole-milk powder. It increased until it 
was 37 million pounds in 1952, and I do not think that includes about 
12 million pounds of dry buttermilk powder which also had increased 
vastly during that period. 

Mr. Gamsue. Did that come from largely one country or a number 
of countries? 

Mr. Reep. Last year it was split fairly well. I believe the major 
countries exporting to us were the Netherlands, Sweden, New Zealand, 
and some from Denmark. 

I think that would cover the main or major countries, sir. 

Another gentleman will be testifying here shortly with regard to dry 
= and perhaps he has those figures in much more precise fashion 
than I. 

The situation then boils down to about this: in the dairy industry 
we are asked to accept a program which calls for the expiration of sec- 
tion 104; a provision of the Defense Production Act we have found 
helpful to the dairy industry and that we should rely upon section 22. 

Now, we do not have any misgivings whatsoever regarding the sin- 
cerity of the Secretary of Agriculture or of the President regarding 
this matter. We think that they fully intend to administer section 22 
properly insofar as it is possible for them to do so. 

However, in proceedings of that sort, there is a great deal of pres- 
sure placed upon the President and upon the Secretary to let down 
the bars and permit widespread importation of dairy products. 

Further, the investigations are made by the Tariff Commission, 
which as I understand it is pretty much of an independent agency. 
No one known what the Tariff Commission will do and on the basis of 
the past record, both on the part of the Department of Agriculture in 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 141 


securing investigations and on the part of the Tariff Commission in 
completing the investigations, we are just not satisfied to take sec- 
tion 22 on faith, so to speak. 

Some of the Department of Agriculture officials yesterday, in their 
arguments that section 104 should be permitted to expire, pointed 
out that the section is quite arbitrary in its application. 

It seems to us that here we are running into a very fundamental 
question. If one is going to control imports to a certain degree, it 
seems that from the point of view of any criticism that would be 
involved, or any arguments that migit be advanced by the foreign 
nations that would be involved, and the importers, it would make 
little difference to them whether it were accomplished under one law 
or under another. In other words, we think that what the criticism 
boils down to is a criticism of the actual restriction of volume, and 
not the law under which that volume is restricted. 

Therefore, arguments that section 104 is much more arbitrary than 
section 22 seems to us to have a pretty hollow ring, because we don’t 
think that is what is involved at all. 

We think that what is involved in the criticisms that control of 
imports under section 104 has faced is the sheer fact that imports 
are controlled. 

I want to emphasize that as far as we in the manufacturing milk 
industry are concerned we are not arguing that we should stand pat 
for all time without any change. 

I do emphasize that we feel that we should keep what we now have 
and change it only on the basis of the programs regarding these mat- 
ters that will be under review by study commissions this year. 

We in the dairy industry are working on this matter among ourselves 
and we hope within a year’s time to have some further proposals to 
make to the administration and to the Congress. 

However, we think if the Congress is going to maintain the status 
quo in one connection it should maintain it in another, until all of 
these problems that are so basically related are solved, and solved 
together. 

Now, Mr. Chairman, I hesitate to go into a great mass of figures 
here concerning the situation as to dairy production, imports and the 
like, particularly in view of the excellent lengthy review given you 
this morning by Congressman Andresen. Now, | will therefore only 
make a very few comments, and let this statement of mine, which 
I wish to file for the record, do the body of the work. 

The CHAtRMAN. The statement may be incorporated in the record. 

(The statement is as follows:) 


STATEMENT OF OTIE M. Reep, NATIONAL CREAMERIES ASSOCIATION 


Chairman Wolcott and members of the committee, my name is Otie M. Reed. 
I am Washington representative of the National Creameries Association. Our 
headquarters are at St. Paul, Minn., and our Washington offices are located at 
777 14th Street NW. 

The National Creameries Association is composed of about 950 dairy processing 
plants, of which some 85 percent are cooperatively owned and operated, and is 
supported directly by some 300,000 dairy farmers located in the States of Wis- 
consin, Minnesota, Iowa, Michigan, Kansas, Nebraska, North and South Dakota, 
and Wyoming. Our plants are engaged mainly in the production of butter and 
dry milk solids, and our producers mainly in the production of butterfat and milk 
for manufacturing purposes. 
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Mr. Chairman and gentlemen of the committee, our position has not changed 
since we testified before the Senate Banking and Currency Committee on March 9 
of this year. During the course of that testimony, with particular regard to the 
items then under consideration, namely, extension of the Defense Production Act, 
with particular reference to 8. 1081 and 8S. 753, we took the following position. 

“Standby price and wage controls are not necessary. * * * We do not think 
that price and wage controls are necessary at this time, and have been pleased 
to note the speed with which the Eisenhower administration has acted to remove 
these controls which in our view were contributing very little to the control of 
inflation, and were a source of bother and uncertainty to the dairy industry.” 

We note that the Senate has passed a bill limiting the application of a freeze 
on prices and wages so that such cannot be accomplished except upon a declara- 
tion of war by the United States, or whenever the Congress by concurrent resolu- 
tion finds that a grave emergency exists and the exercise of the authority is 
necessary in the interest of the national security and economic stability. This 
meets our approval, since we had previously taken the position before the Senate 
Banking and Currency Committee that of the two proposed bills therefore (S. 
753 and 8. 1081), we prefer 8. 1081, if the Congress deems it advisable to give the 
President tools to control the economy in the first phases of the crisis. 

We understand that the bill passed by the Senate provides for allocation au- 
thority with regard to critical materials, so that defense plants and closely related 
operations will be able to secure needed materials. We approve this provision, 
having heretofore indicated to the Senate committee that from our own experience 
we do not believe that the allocation authority as heretofore exercised has worked 
much of a hardship on our members. — If it has done so, we have not been advised. 
Further, we fully realize that defense production should have first call on critical 
materials. 

In the remainder of this statement, I wish to devote most of my attention to 
the matter of import controls, now embodied in section 104 of the Defense Pro- 
duction Act, as amended, but which is deleted from the bill that passed the Senate 
last week. 

Inasmuch as there is a conflict in viewpoint between the dairy industry, par- 
ticularly the producer of manufacturing milk and butterfat, and the administra- 
tion with regard to the need for continuation of section 104, I hope the committee 
will indulge me in a statement of the developing position of the administration as 
it has been disclosed heretofore in statements to the Congress, and the reasons 
for our disagreement with such position. 

1. Administration spokesmen have recommended that section 104 be permitted 
to expire, in statements made before the Senate Committee on Agriculture, the 
House Agriculture Subeommittee on the Dairy Industry, and the Ways and Means 
Committee of the House. 

2. The administration spokesmen stated that the problem of import controls 
could be handled under section 22 of the Agricultural Adjustment Act, as amended, 
although the Secretary of Agriculture has indicated on several occasions that he 
thought section 22 needed to be strengthened. 

3. The President has directed the Tariff Commission to make an investigation 
under section 22 of the Agricultural Adjustment Act, as amended, and has sug- 
gested that the Commission report its findings to him by June 1 of this year. The 
Tariff Commission has completed hearings in this matter, although no report has, 
so far as I know, been rendered to the President. 

4. In addition to the foregoing, the administration has requested the Congress 
to continue without substantial change for another vear the Trade Agreements 
Act, as amended. During the vear’s extension requested, the President has indi- 
cated his desire to appoint a commission to study the entire matter of our foreign 
trade and foreign trade policy, it being presumed that the findings of any such 
commission would be used as the basis for legislation to be reeommended to the 
Congress during the next session. 

5. It is also important to note that the Secretary of Agriculture has appointed 
a large committee of persons from the dairy industry to advise him in the develop 
ment of a new program for the dairy industry, and I understand further that he 
has appointed a number of advisory committees from other segments of agri- 
culture in this country. Presumably, the advisory committees will work with 
the Department of Agriculture in the development of new agricultural programs, 
or modifications of current programs. As far as the dairy industry is concerned, 
the Secretary of Agriculture has advised us that we have just a vear to complete 
the development of a new program, and so far, a couple of meetings of the dairy 
advisory committee have been held. There can be no question of the desire of the 
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dairy industry to cooperate with the Secretary of Agriculture, but it is recognized 
that the development of a new program from scratch, so to speak, will take a 
minimum of one year, and will be influenced by programs de eloped by other 
industry advisory groups appointed by the Secretary. 

As far as our position is concerned, we have had several years’ © «perience with 
section 104, which the Congress passed in 1951 and extended for another vear 
in 1952. We know that the section works fairly satisfactorily. To be sure, there 
have been some problems of imports which were not handled quickl ~ enough by 
the preceding administration, such as action to halt the vastly expanded imports 
of dry whole milk powder and dry buttermilk powder, but on the whole, we feel 
that the section has been of inestimable value to the dairy farmer of this country, 
and to the American taxpayers. 

On the other hand, our experience with the operation of section 22 extends 
over about 18 years, and we have been vastly unimpressed by the value of this 
provision of law as it has been administered, It is, of course, no doubt true that, 
if section 22 had been forcefully administered by the previous administration, 
section 104 would never have been enacted. However, I can say without equiv- 
ocation that section 22 has not heretofore been administered in the fashion which 
it is our view the Congress intended. 

We are now asked to accept a program calling for the expiration of seetion 104 
a provision of the Defense Produetion Act that has been so useful to us in the dairy 
field, on the basis of promises that our problems will be handled by a proper admin- 
istration of section 22. Let me say here that we do not have any misgivings what- 
soever regarding the sincerity of Seeretary of Agriculture Benson or of President 
Kisenhower regarding this matter. We believe that they intend to administer 
section 22 properly, insofar as it is possible for them to do so. However, it is to 
be realized that there will be great pressures placed upon the President and upon 
the Secretary of Agriculture to let down the bars and permit widespread importa- 
tion of dairy products. Further, no one knows at this date what the Tariff Com- 
mission will recommend to the President. If the Tariff Commission should fail 
to recommend positive action, then the administration will have exhausted its 
remedies authorized by law, in the absence of an extension of seetion 104. 

In view of all these circumstances, we think that this committee should aet to 
extend section 104 for another vear. We see no difference in logie for us to make 
this request than that exhibited by the Administration in its request for extension 
of the Trade Agreements Act for another vear without change, for example. We 
feel that, with all of the study and program development that is being undertaken, 
the status quo should be maintained right down the line. In other words, with 
regard to this matter of import control, let us keep what we have until a coordi- 
nated program for agriculture, foreign trade, and the like can be developed and 
enacted. Until this is done, we think this Congress should continue seetion 104, 

I want to emphasize that Lam not arguing that we should stand pat for all time 
without change. I do emphasize that we should keep what we now have, and 
change it only on the basis of the programs regarding these matters that will be 
under review by study commissions this vear. We in the dairy industry are 
working on this matter diligently, and expect to continue to do so, so that in time 
perhaps we can develop a program to submit to the Congress and the Administra- 
tion for its consideration. Until we have time to do that, however, we think it 
would be fatal to allow positive import control authority, of the type exemplified 
by section 104, to lapse. 

I now wish to turn my attention to the facts which demonstrate conclusively 
the need for continued positive import controls on dairy products. Since no 
doubt several witnesses will testify as to the general facts involved, I shall be 
brief as possible in order to avoid duplication of material for the hearing record. 
The pertinent facts are as follows: 

1. United States production of milk appears to be increasing. 

(a) Milk cow numbers the first of this year show an increase of 627,000 head 
over a year ago. This represents the first increase recorded since 1945 when 
peak numbers of 27,770,000 were recorded, as compared to 23,996,000 as of 
January 1, 1953. It is to be expected that this increase in milk cow numbers 
will continue, due largely to the fact that high beef and veal prices have been 
adjusted downward which will reduce culling of herds, and to favorable growing 
and feed conditions. (Table 1, appendix.) 

(6b) Milk production on farms, which reached a peak of 119.8 billion pounds in 
1945, was 115.1 last vear, as compared to 114.8 the previous vear. So far, milk 
production is running materially above 1952, and there is little reason not to 
expect this trend to continue. Accordingly, we expect a larger production of milk 
this vear than last—probably as much as 3 percent bigher. 
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2. Consumption trends——Table 2 in appendix shows the per capita civilian 
consumption of the major dairy products since 1935. Butter production has 
shown a very marked decrease—from an average of 16.7 pounds per capita on 
the average during the period 1935 through 1939 to an estimated 8.7 pounds per 
capita in 1952. All other dairy commodities in the table show increases. Cheese, 
with average per capita consumption of 5.5 pounds during the 5-year period, 
1935-39, was above 7 pounds per capita in 1952. Evaporated and condensed 
milk per capita consumption shows a slight increase. Per capita consumption 
of dry whole milk is about double the 1935-39 average at .27 pound per capita 
in 1952. Nonfat dry milk solids consumption almost doubled during the period, 
and was about 4.2 pounds per capita in 1952. Per capita consumption of fluid 
milk and cream, which averaged 340 pounds during the 1935-39 period, was about 
400 pounds in 1952. 

In addition to the possibility of fairly significant increases in milk and butterfat 
production in this country, current indications are that world production of milk 
and dairy products in the important producing countries will show increases over 
last year, and has fully recovered from the effects of the war. This is an important 
factor in the problem of import control in this country, since it gives some clue 
to the scope of our problem, 

The large volume of dairy products produced in major producing countries in 
the world is shown in table 3, appendix. In 1951, butter production in the major 
producing countries outside the Iron Curtain was 4.6 billion pounds, cheese pro- 
duction was 3.8 billion pounds, canned milk production was 5 billion pounds, and 
dry milk production was 1.1 billion pounds. 

Official figures of the United States Department of Agriculture show that there 
is a very large volume of butter, cheese, and other dairy products moving in 
international trade. In 1952 about 846 million pounds of butter, 682 million 
pounds of cheese, 138 million pounds of dry whole milk and 86 million pounds of 
nonfat dry milk solids were exported by the major foreign exporting countries of 
Denmark, Netherlands, Norway, Sweden, Argentina, Australia, and New Zealand. 
ae exports of butter and cheese by major exporting countries, see footnote 1 
yelow.) 

Major importing countries for butter are the United Kingdom, which imports 
by far the greater portion of the butter moving in international trade, France, 
Western Germany, and Italy. With regards to cheese, the United Kingdom 
imports most of the cheese moving in international commerce. (See table 4, 
Appendix, for details.) 

Summarizing the statistical facts to this point, we find: 

1. Increasing milk cow numbers and milk production in this country. 

2. Increasing milk production in major producing and exporting countries 
outside the Iron Curtain, with dairy production in these areas rather fully 
recovered from the effects of the war. 

3. A vast movement of manufactured dairy products in international trade, 
with the United Kingdom by far the most important importing country. 

The question now arises as to the relevancy of these facts and figures to the 
need for controlling imports into the United States. The answer is simple and 
clear, and covers the following points: 

1. The Department of Agriculture is supporting the prices received by producers 
of milk and butterfat at 90 percent of parity—such support to run through the 
marketing year ending March 31, 1954. Such support prices are achieved by 
the purchase of butter, cheese, and nonfat dry milk solids on the open market. 
Prices payable by the Commodity Credit Corporation for these commodities 
during this price support year ending March 31, 1954, are basis 65.75 cents per 
pound for grade A butter at Chicago, 37 cents per pound for American cheese, 
and 16 cents per pound and 14 cents per pound for spray process and roller process 
nonfat dry milk solids, respectively. 

Price-support programs for the dairy and other agricultural enterprises have 
been in effect in this country for some time, and have become an integral part 
of our agricultural policy. They have proved to be of value in the maintenance 
of farm income—an important factor in the continuing prosperity, in cushioning 
the shock of sharp readjustments that otherwise would have taken place, such 
as the disastrous debacle in farm prices following World War I which many 
economists and business observers believe was a factor of major importance in 


1 Butter exports in millions of pounds in 1951 were: Denmark, 303; Netherlands, 119; Sweden, 58; Austra- 
lia, 76; and New Zealand, 301. Cheese exports of major exporting countries in 1951, in millions of pounds 
were: Denmark, 101; Finland, 18; France, 39; Italy, 33; Netherlands, 160; Switzerland, 41; Australia, 43 
and New Zealand, 212. 
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bringing on the depression of the 1930’s, and the maintenance of adequate pro- 
duction of vital food for our growing population. Large-scale imports of price- 
supported commodities would wreck the price-support program for dairy products 
and involve this Government in the expenditure of vast sums in purchasing the 
world supply of exportable butter and huge losses in disposition. (For further 
statistical details regarding the price-support program, see table 5, appendix.) 

2. World dairy prices are low relative to prices in the United States. At the 
present time, and for the foreseeable future, dairy product prices in the principal 
exporting countries outside the Iron Curtain are, and probably will remain, 
materially below the prices prevailing for such commodities in the United States. 
Prewar, the tariff structure of this country was sufficient to preclude the entry 
of large volumes of imported dairy products. It is to be remembered, however, 
that during that period currencies were rather stable, and rather freely conver- 
tible. Since the war, this situation has changed to a very marked degree. At 
present, we find the following: 

(a) Currencies of many countries have been drastically devalued. This means, 
in terms of United States money, that prices were markedly reduced. For 
example, in September 1949, currencies were devalued around 30 percent by 
such major exporting countries as Australia, New Zealand, Netherlands, Denmark, 
and Norway. Prices, in terms of United States money, dropped immediately 
and severely. 

(b) Currency devaluation has made our tariffs largely ineffective. 

(c) Many foreign countries are anxious to secure dollars, and therefore they 
will extend themselves to export commodities to this country, irrespective of 
whether such commodities normally constitute an export item to the United 
States. 

(d) Most of the butter moving in international commerce, as was pointed out 
heretofore, goes to the United Kingdom. The United Kingdom has entered 
contracts with the Governments of Australia, New Zealand, and Denmark, to 
purchase most of the exportable surplus of these countries at fixed contract 

rices. The prices payable under these contracts are set forth in table 6, appendix. 

or the current contract year, prices of the best grades of Australian and New 
Zealand butter are set at 39.2 cents per pound, the Danish butter prices are set 
at 42.2 cents per pound. 

The tariff on butter imported into the United States is 7 cents per pound on 
the first 60 million pounds, and for additional quantities is 14 cents per pound 
Taking the tariff and adding thereto about 4 cents per pound for costs of shipping 
the butter to this country, it is seen that butter could be laid down at United 
States ports for around 50.5 to 53.2 cents per pound. This would be about 16 
cents per pound below the support price prevailing at major United States ports. 

(e) With the disparity between world butter prices and United States prices 
noted in subparagraph (d) above, it is obvious that if we permit uncontrolled im- 
ports into this country, our Government would have to purchase hundreds of 
millions of pounds of butter and other dairy produets in addition to what we will 
have to purchase in any event in order to carry out the price-support program. 

3. Unlimited imports of dairy products would contribute very greatly to the 
already quite difficult problem of disposal of dairy products purchased under the 
price-support program. The question is, bluntly, this: How do we dispose of the 
commodities purchased under the price-support program? 

Heretofore, it has been possible to dispose of these commodities through the 
school-lunch program, through resale back to the regular butter trade, to foreign 
governments under reduced prices, and to programs for giving aid to people out- 
side this country. (or details regarding disposition of dairy products purchased 
under this program since the war, see table 7, appendix.) However, if this Con- 
gress decides to permit import controls to lapse, so that, under the price-support 
program this country would buy up the world exportable surplus of butter, what 
do we do with the butter? If the volume of butter that we must dispose of under 
the price-support program is greatly increased by unlimited importation, with 
resultant purchases far greater than they would have been under a program eall- 
ing for the proper control of imports, then we no doubt would add very materially 
to the disposal problem. It would appear that, under the circumstances outlined, 
we would be purchasing the world surplus of butter, and then we would turn 
around and dispose of a great portion of it at low prices to countries that would 
have purchased it if we had not permitted it to be imported in this country at high 
prices, compared to the price prevailing for the major volume of butter entering 
international trade. 

In this connection, it should be noted that we already have large inventories 
of butter, cheese, and nonfat dry milk solids in the hands of the Commodity 


I 
| 
| 
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Credit Corporation, and this inventory will undoubtedly grow larger inasmuch 
as CCC is currently purchasing on the average about 2 million pounds of butter 
per day. To add millions and millions of additional pounds to our current and 
prospective inventory on domestie products through permitting unlimited im- 
ports would, we believe, be a very unsound procedure. 

As of May 15, 1953, CCC owned 167,200,000 pounds of butter, 118,200,000 
pounds of cheese, and 251,700,000 pounds of nonfat dry milk solids. 

I now wish to elose this statement by some brief comments regarding the 
arguments advanced by the opponents of section 104, 

Since the passage of section 104, it has been the subject of continuous attack 
by importers, foreign governments, our own Department of State, and those 
sections of the public press that desire a closer approach to a free foreign trade 
policy. 

In this section of this statement, I wish to summarize these attacks, and to 
show that they are unfounded and unwarranted. 

1. Opponents of quantitative import controls such as are exemplified in see- 
tion 104, argue we should have free trade as a means of reducing friction between 
the nations and a higher standard of living for all. The free-trade argument 
has been advanced for many vears. However, while it might be conceded that, 
under certain conditions, free trade might be the proper thing, nevertheless an 
examination of the preeonceptions on which the free-trade theories are founded 
indicates that, in the current state of world affairs, such a goal is difficult if not 
impossible to achieve. Free trade is possible only where (1) currencies are not 
artificially rigged and manipulated, (2) international cartelization of business does 
not exist, (3) government interference and manipulation of trade through ex- 
change regulations, government to government agreements, and the like, are 
nonexistent, and, in the final analysis (4) a free movement of capital and labor 
between countries is permitted. The free-trade argument, while sounding fine, 
is therefore seen upon examination to be impossible unless drastic measures are 
taken to bring about the conditions under which free trade is possible—a situa- 
tion not to be expected in the foreseeable future. 

2. Opponents of a system of positive import controls argue that the export 
market for our dairy products is large, and that therefore we should permit 
unlimited imports so that other countries will have the dollars to buy our dairy 
products. This is an odd argument when competitive dairy products are con- 
sidered, and all imports are competitive to a greater or lesser degree—most of 
them direetly and positively with the same commodity produced in this country. 

The only times that the United States has been a large exporter of dairy products 
has been during periods of war, or periods of reconstruction following a major 
war. Table 8, appendix, shows exports and imports of dairy commodities for 
the United States during the period 19389 through 1952. Table 9, appendix, 
shows imports of dairy products, by kind, 1947-52. 

During the last war, this country had to expand its dairy industry very markedly 
in order to (1) feed our own Armed Forces and heavy civilian demands, and (2) 
furnish our allies with dairy commodities which they had theretofore secured 
from European countries which fell under the Nazi assault. Following the war, 
our exports were heavy due to the fact that we had to export large quantities of 
food to feed the liberated countries until the damage inflicted upon their dairy 
industry and other agricultural industries by the war could be repaired. By far 
the greater portion of this business was financed by lend-lease during the war, 
and by Marshall plan aid and other grants following the war. These huge volumes 
of exports are not to be considered as normal exports by any stretch of the 
imagination. We paid for them ourselves. 

3. It is argued that we should permit large imports of dairy products in order 
that other countries should have the dollars available to buy the commodities 
which we normally export, such as cotton, wheat, tobacco, and some others. 
This is sort of like robbing Peter to pay Paul. This Nation would gain nothing 
by ruining the dairy industry in order to have a prosperous market for cotton, 
wheat, and tobacco, some of the most soil depleting crops we grow. 

Our major agricultural exports are wheat, cotton, tobacco, and fats and oils— 
mainly lard. These commodities, on the average, account for about 75 percent 
of all agricultural exports. We submit, however, that to ruin the dairy industry 
to enhance exports of these commodities would be very poor judgment, indeed. 
They probably will be exported in any event—at least, they have been for many 
years without it being necessary to wreck the dairy industry in order to provide 
them an export market. 

4. Many opponents of quantitative import controls such as section 104 au- 
thorizes have argued that section 104 should be discontinued because other laws, 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 147 


such as section 22 of the Agricultural Adjustment Act, as aiended, are sufficient. 
It suffices here merely to pose the question. While the opponents of section 104 
are no doubt sincere in their view that other laws are sufficient, we think it is 
correct to assume that they would admit that other laws, must, to be effective, 
permit at least as stingent control as section 104. If this a is proper assumption, 
then why do the opponents care how the restriction is accomplished? In our 
view, this argument in opposition to section 104 has a very hollow ring. 

5. It seems appropriate at this time to take a quick look at our foreign trade 
in agricultural products, particularly in view of the fact that so many people 
argue that we should exiend foreign trade in such commodities by all methods 
available, including permitting large scale dairy products imports. 

Now, it is to be noted that there are two general categories of commodities 
which are imported. The Office of Foreign Agricultural Relations designates 
certain commodities as falling in a class called complementary imports. The 
other class of imported commodities are designated supplementary imports. 
Complementary imports include commodities which are not competitive with 
domestic agricultural commodities, while supplementary imports compete di- 
rectly with domestic products. Complementary commodities include coffee, cocoa, 
or cacao beans, sisal henequen abaca, crude rubber, bananas, tea, pepper, carpet 
wool, and the like. Supplementary imports include such commodities as cattle, 
canned beef, dairy products, hides, cotton, grains, sugar, molasses, oilseeds, 
vegetable oils and fats, and tobacco. 

Table 10, appendix, shows the course of United States foreign trade, average 
1935-39, and by fiscal vears, 1947-48 through 1951-52. During the prewar 
period, supplementary imports were larger than complementary imports. Since 
the war, they have been about the same, except that there has been a tendeney 
for complementary imports to exceed supplementary imports, and they were 
much larger in fiscal 1951-52. Unfortunately, we have no information as to how 
much of our exports, both agricultural and nonagricultural, were financed in one 
way or another by this Government. The point is, however, that the value of 
importations of commodities which compete directly with domestically produced 
commodities is about the same as those which do not compete with our own 
production. Viewed in this light, it may be said that our net gains from any 
imports of agricultural commodities are neglivible. Those that are competitive, 
and which therefore to a considerable degree act as replacements for American 
products, just about balance our imports of commodities which cannot be pro- 
duced in this country. 

Mr. Chairman, and members of the committee, that concludes my statement 
Thank vou for vour courtesy in hearing my arguments. 
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TABLE 1.— Milk cows and milk production on farms, United States, 1940-53 


Production per Potal milk produc- 
Numher of milk cow tion on farms 
Year milk cow 
on farm 
itt mot 
Milk Butter Quantity Amount 
fut per capita 

Thousands Pounds Pounds Pounds 
SUS 
1941 $7 X63 
1942 
1943 
144 4, 182 S46 
1945 4, 787 
1946 S86 144 { 
1947 5, 109 
1948 044 200) THN 
1949 272 204 778 
1950 210 
313 744 
1452 11 733 
1953 


1 Excludes milk sucked by calves and milk produced by cows not on farms 
Preliminary. 


Source: Reports of the Bureau of Agricultural EFeonomics, U.S. Department of Agriculture 
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[Pounds per capita] 
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‘Lapie 2.—-Per capita civilian consumption of specified dairy commedities, 1935-52 


| | 

: Evaporated Dry whole Nonfat dry | Fluid milk 

Year Butter Cheese milk | milk milk solids | and cream 
1935 17.1 5.2 16.1 0.13 1.6 336 
1936 16.4 5.3 15.8 .14 1.8 341 
1937 eat 16.4 5.5 16.6 ll 1.9 341 
16.4 5.8 17.1 ll 2.1 339 
1939 17.3 5.9 17.7 .13 | 2.2 343 
Average, 16.7 5.5 16.6 | 1.9 340 
1940. 16.9 6.0 19.2 .14 | 2.2 343 
15.9 5.9 18.4 | 2.5 | 352 
15.8 6.4 18.2 2.5 371 
11.8 4.9 18.8 39 2.1 304 
1944 11.8 4.8 15.6 34 1.5 4ll 
10.9 6.6 18.2 .37 1.9 432 
1946 10.5 6.7 18.5 3.2 423 
1947 1.1 6.9 20.3 "45 | 2.9 | 398 
1948 | 9.9 6.9 20.1 . 29 | 3.3 | 387 
1949 10.4 | 7.2 19.6 .25 3.2 | 
1950 10.7 | 20.1 .28 3.6 | 385 
1951... -| 9.6 18,2 27 4.2 1395 


1 Approximations—original series discontinued. 
Source: Reports of the Bureau of Agricultural Economics, U. S. Department of Agriculture. 


countries, 1951 


Tasie 3.—Production of dairy products in principal producing and exporting 


Country 


United States_ 
Belgium 2 
Denmark 

France 
Germany, Western 
Treland 

Italy 
Netherlands 
Norway : 
Switzerland 

United Kingdom 


Union of South A 
Australia 
New Zealand 


Total 


frica_- 


Canada_- 


Argentina 


Butter 


65, 867 
3314, 378 
3410, 536 


2 Both bulk and case goods. 
§ Revised. 
4 Not reported. 


Total production. 
7 Estimated, 


1 Total dried whole and dried skim milk for human consumption. 


§ Total production in 1951 is estimated at 169,476,000 pounds. 


Cheese | 


1,000 


85, 


260 


1, 157, 560 
(*) 


165, 
617 

47 


(*) 


® Total cheese, and includes cheese made from the milk of goats and sheep. 
¥ Total cheese, and includes cheese made from the milk of goats, 
© Total butter, and includes butter made from the milk of sheep and goats. 


Source: “World Production of Dairy Products, second quarter, 1952” Office of Foreign Agricultural 
Relations, United States Department of Agriculture, Sept. 22, 1952. 


124 


000 
) 


| 


Canned 
milk 


5, 030, 028 


Dried 
milk ! 


+1, 129, 078 


| | 
I 
| 
| 100s. | | 1,000 tbs. | 1,000 Ibs. 
257, 604 2 327, 844 | 370, 179 
233,935,100 | 3 $41,300 
(4) | | 45, 192 (4) 
(4) 217,279 
| 370, 593 (4) (4) 
67 584, 000 | 78 (4) (4) 
607, 980 (4) (‘) 
72) 838 = | 
(4) 78613, 000 | (4) (4) 
184, 274 257 | 394, 822 75, 432 
24, 647 63, 929 (4) (4) 
234, 322 120, 007 (4) 317,789 
10 45, 115 9116, S48 (4) (4) 
12, 634 6 OS, 516 176, 512 50, 086 
3 21, 092 (4) | (4) 
3 227, 360 (4) | (‘) 
| 
| 
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TABLE 4.—International trade in dairy products in specified countries, 1951 


Butter Cheese Canned milk Dried milk 
Exports Imports Exports) Imports Exports Imports Exports | Imports 
1,000 000 1,000 1,000 1,000 000 1 000 1,000 
North America: pounds | pounds | pounds | pounds | pounds | pounds | pounds | pownds 
| 544 17, 485 30, 653 11, 688 29, 905 20 11, 136 7, 127 
Panama, Republic__ (2) 3 680 2) | (2) 3 4,300 2) 31,500 
States__ 18, 453 59 79, 640 232, 222 2 | 167,209 10, 028 
Netherland Antilles : (2) 3500 () (2) | (2 31,100 
Trinidad and Tobago. (2) 2 900 (2) (2) 2 800 
South America: | | | 
Argentina. 17,950 (2) | 5, 681 (2) (2) 
Brazil 31,400 2) 330 Q (2 (2 210,000 
Chile... .... @) | 2.862 | 11 | 20 (2) (2 (2) (3) 
Columbia__. | (2 (4) (2 (2) (2) @ 
(2 | (2) | (4) | | @) | 
Venezuela_- (2) 33, 900 2 | 33,600 (2) 2) | (2) 70, 804 
urope: | | 
(‘) | 1,742 733 1, 642 (2) 1, 309 | (2) 1, 063 
elgium an¢ suxem- | | 
13 43, 869 1,018 | 69,939 $52 42, 564 | 5, 985 17, 628 
zechoslova | (2) | () (2 2 ( 
Denmark | 303,026 | 132 | 99,401 2 19, 092 185 
Estonia... -| (8) (®) (®) ( ) 
Finland. 1,638 | 12,447) 17,637 (2 2) | 
Franee__- | 3,739 | 55 | 38,688 | 20,32 36, 532 » 939 2 WO 8, 993 
Germany, Western ll 7, 708 | 3,87 43, 208 ( ry 34, 500 | 2, 476 
Greece @) 2) 6, 430 2 1,304; | 3, 989 
Hungary__-- (2) } (2) 2) (2) 2 
505 | 11, 222 | 76 | 12, 421 } 7,442 | 04 
(2) } 41,142 33, 565 25, 106 2 709 ( 
Latvia___.--- (6) (®) (6) | ( } 
Lithuania (8) () | (6) (8) (6) | 
Malta and Gozo_. | (2) | (2) (2 31,700 (2) (2 | (2 Q 
Netherlands 119, 097 | 115 | 160, 199 681 386,800 | 24, 000 44,597 7, 531 
Norway- 6, 244 (?) 65 9 : 2 
Portugal .-| 1435] | 3750 (2) @) @ | @ 
Rumania (?) (2) (?) (2) (? 
| 13 19 | (?) | 104 
Sweden | 58, 446 | 2 4, 429 Q (2 9, 006 (2) 
Switzerland 3| 6,817 41, 094 5, 806 1,266 | 6,629 3, 472 
United (@) 690,345 (2) 21,295 | 114,436 | 5,084 71, 821 
Yugoslavia | 16 11, 045 153 ( (? (?) Ce 
| 
U.S.8. R. and | 
(2) (2) | (2) (2) (2) | Q) | (2) (2) 
Burma_ 2) (2) (2) 17, 000 | 3500 
British Malaya_- } (2) (2 31,200 66, 000 | 32,400 
Ceylon. (*) 321 500 | (2) 700 11, 000 2 31,700 
Hong Kong | 331,100 | (2) 3 7) (2) 321, 000) 31,600 
India (2) 381,000 | | 3 900 2) 323 OM |} 333,000 
Indonesia 100 (2) | (2 | 3 50, 000 (2) %2,100 
Israel - | (2) 31,000 (2) 32 100 2 } 600 | 312.000 
Japan | 3K) (2) OO) (*) 339,000 
Pakistan | | 38500 | (2) 1) 2 35, 000 (*) (2 
Republic of P @) | 3400 | 3 500 () $117,000 | 36,000 
(2) } | 2) (2) (2) 348, 000 () 900 
Syria and Lebanon @) (2) 75 | 33,100 2) @) | (2) 
Africa: | | 
| (2) | 33,600 2) =| 321,000 (2) 311,00} (@ | @ 
| : 
Belgian C ongo.__- | (2) 38700 @ | 400 (2) 31,300 (2) | 32,400 
Egypt | (2) 382.600 | 38 800 (2) 36, 300 $2,000 
Gold Coast | (?) | () 39°00) (2) } 35, 800 | (4) 
Moroeco | (2) | 39 400 (2) | 36, 500 (2) 26,700 () | $1,700 
Union of South Africa_- 5, 143 9,194 | 594 | 345 1, 964 233 | 278 43 
Oceania: | | 
Australia | 75,861} () | 43,040 | | 3378 | 391,553 (2) 37, 946 | 324 
New Zealand 3300.549 | (2) (2) 324 000 (2) 72,000} (2) 


1 Less than 500 pounds, 

2 None reported. 

3 Based on incomplete data or exports by country of destination, as reported by major supplying coun- 
tries. 

4 Incomplete. 

5 Includes canned milk. 

* Incorporated in Union of Soviet Socialist Republics on Aug. 3, 1940. 

7 Included with dried milk. 

* Includes Ghee. 

* Does not include trade with Anglo-Egyptian Sudan. 


Source: “International Trade in Dairy Products Declines in 1951,’’ Office of Foreign Agricultural Rela 
tions, U. S. Department of Agriculture, Aug. 4, 1952. 
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TaBie 5.—Prices paid by the Commodity Credit Corporation under price support 
program, Mar. 1, 1949, to date 
per pound} 


Price 
Period and commodity | _ 
| GradeA | Grade B 
CREAMERY BUTTER | 
Jan. 1, 1950- Mar. 31, 1951 pasaeheak 60 | 58 
Apr. 1, 1951-Mar. 31, 1952__- 66 | 
Apr. 1, 1952-Mar. 31, 1953___ 67.75 | 65.75 
Apr. 1, 1953-Mar. 31, 1954____ "65. 75 | 163.75 
CHEDDAR CHEESE (UNITED STATES GRADE A) | | 
| 
Apr. 1, 1951 Mar. 31, 1952_... 36.00 | 
Apr. 1, 1952-Mar. 31, 38. 25 | 
Apr. 1, 1953-Mar, 31, 1954_- Ef: 37. 00 
|Spray process | Roller process 
NONFAT DRY MILK SOLIDS | | 
| 
Sept. 1-Dec. 31, 1949. _ _..-.... > ink 12. 75 11. 50 
Apr. 1, 1951-Mar. 31, 1952___- 15. 00 13. 00 
Apr. 1, 1952-Mar. 31 1983 17. 00 15. 00 
Apr. 1, 1953-Mar. 31, 1954___._- 16. 00 14. 00 


1 Basis Chicago terminal iia 
Source: Announcements of the Commodity Credit Corporation, U. 8. Department of Agriculture. 


Taste 6.—Butter—Contract prices for butter per pound under United Kingdom 
purchase contracts with Australia, New Zealand, and Denmark, 1948-49 to 
date. 

{In terms of United States money] 


| 
oo | Australia, |New Zealand, Denmark 3 


choice grade || | fine st grade ? 


| Cents | Cents } Cents 
1948-49 42.1 | 
1949-50. ‘ 31.4 | 31.5 | 33. 0 
1940-51 33.9 | 33.9 | 30.5 
1951-52 36.5 | 36.5 39. 2 
1952-53 | 39. 2 | 39.2 42.2 


i July 1 to June 30 contract year. 
2 August | to July 31 contract year. 
2 Oct. 1 to Sept. 30 contract year. 


Source: Office of Foreign Agricultural Relations, United States Department of Agriculture. 
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TABLE 7.—Estimated CCC loss on sales and other dispositions of dairy products 
acquired under price-support programs, Jan. 1, 1949-Dec. 31, 1952 


[Millions of dollars] 


Estimated ‘ 
cost ofecom- | Total sales | Estimated 


Product and type of disposition loss (—) or 


modities proceeds 
sold ! 
| 
Butter: 
Domestic commercial sales 88.3 | 89.0 +0.7 
Sales for export... | 3.4 8 —2.6 
Donations. __. 16.4 — 46.4 
Direct distribution (section 32) 2_. 12.1 
Total 150. 2 101.9 —48.3 
Cheese: 
Domestic commercial sales , = 12.1 12.1 
Sales for export... 25.1 10.0 15.1 
Donations 9.9 9.9 
Total > 47.1 22.1 — 25.0 
‘ 
Nonfat dry-milk solids: 
Domestic commercial sales 17.3 15.8 1.5 
Sales for export 58. 1 20.7 37.4 
Donations 19.9 19.9 
Direct distribution (see. 32) 2 = ; 4.3 4.3 
Total_- = 99.6 40.8 58.8 
Total, all dairy products: 
Domestic commercial sales___. 117.7 116.9 8 
Sales for export. 86.6 31.5 5.1 
Donations 76. 2 76. 2 
Direct distribution (see. 32) 2 : 16.4 16.4 


1 Costs have been prorated between domestic and export sales on the basis of quantities sold in each type 
of outlet. It must be recognized that these estimates are subject to certain limitations, including the fol- 
lowing: (a) Export sales usually involve additional transportation costs since the commodities are ordi- 
narily delivered to ports of export. Supplies sold for domestic use are made available at warehouses where 
located. (b) Average costs per unit have been utilized in determining estimated costs for different types 
of sales. Inasmuch as the commodities sold vary by grade, by age, and by original procurement cost, 
these estimates reflect approximate costs and losses. 

2 These distributions were financed by Government funds available to the Department for use in disposing 
of surplus agricultural commodities. 


Souree: Compiled from reports of the Dairy Branch, Price and Marketing Administration, U. 8. Depart- 
ment of Agricultures 


TABLE 8.—Exports and imports of specified dairy products, United States, 1939-52 


[Millions of pounds] 


es Condensed Evaporated | Dried whole | Nonfat dry 
Butter Cheese milk milk 4 milk milk solids 
| Ex- Im- Ex- Im- Ex- | Im- Ex- Im- Ex- Im- Fx- Im- 
| ports!| ports?) ports! | ports?| ports! | ports?| ports! ports?| ports ports’! ports | ports4 
1939. $31 59.1} 23] 27.5| (5) 2.1 0.9 
1940. 2.9 1.4 32.6 | 27.4] (5) 118.7 | (3) 7.5) 8.7} (8) 
3.7 | 20.0 | 82.0 (5) 602. 0 (5) 15.0 ( 36.0 (5) 
1942 15.2 | 20.1 24.2 | 15.0 (5) 381.0 (5) 14.0 ( 134.0 () 
1943 | $5.6] 33 25.2] 44.0| (3) | 568.0] ( 39.0) ¢ 232.0 (5) 
1944. -| 87.6] 1.7] 9.0} 52.0} (5) | 591.0 0.1 | 47.0] (5) | 237.0} 
1945_ 45.5 at 8.3 | 118.0] (5) 759.0 | 1.6 65.0 (5) 302.0 
1946 20.8{ 85.0| (3) | 955.0] 6/1520] | 230.0! 
1947_ 8.7 | 108.2] () | 4628] () | 101.7] | 2831] 
1948. | 68 2 23.61 111.4] (5) | 315.3] (8) 100.5 | (3) 159.2 3.1 
1949__ 3 32.0} 78.5 1| 249.5] (3) 81.4] (5) | 213.7 5.3 
1950__. 26.3} (3) 56.2 | 27.9] (3) 150.1 | 4} 62.6] (8) | 331.1 2.5 
1951 | 21.9 1 52.3] 28.9 | 203.4/ | 59.5) 9.0| 2241 1.0 
1952. | 9 | 5 49.2} 29.6] (5) 97.1] 42.5 | 37.0| 58.7 


! Reexports included 1915-33. 

2 General imports, 1915-33, beginning 1934, imports for consumption. 

3 Imports for consumption. 

4 Condensed and evaportated milk; not reported separately prior to 192), 
5 Less than 50,000 pounds, 

6 Preliminary. 


Source: The Dairy Situation, BAE, September-October 1952 issue. 
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TasLe 9.—Milk and dairy products: Imports for 


States, calendar years 
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consumption into the United 


Commodity | 1948 1949 | 1950 1951 | 19521 
Cream (liquid) ________- ....--gallons 364 1, 382 | 289 
Whole milk (liquid) do... 4 | 7, 963 2, 640 | 6 
Skimmed milk and buttermilk do | 53, 650 | 4, 127 7, 352 | 280 
Condensed (sweetened) do. 304 24,208 | 481 48 179 
Evaporated. __ do 19, 788 4, 365 421 1, 983 2,412 
Condensed not otherwise listed____ 5 | 32, 000 10, 000 
| Pounds | Pounds | Pounds Pounds | Pounds 

Casein (dry) | 40,584,589 33, 060, 751 | 54, 551, 506 | 43, 562,560 | 56, 888, 142 
Whole milk (dry) _- | 10, 607 4,079 24,478 | 9,045, 742 | 37, 011, 528 
Cream (dry) | 5 | 180 3. 540 225, 716 
Skimmed milk (dry) | 3,087, 550 5,250,475 | 2,501,811 | 1,031, 413 | 568, SOO 
Buttermilk (dry). | 1,777, 250 | 677, 900 | 538,700 | 1,610,020 | 12,924,071 
Malted milk and compounds (dry) | 530 44 | 33, 694 | 408, 497 5, 208, 713 
Ice cream mix! (dry) } 
Lactose (dry) | 804,108 | 1,591, 998 
Butterfat (dry) | = | 
Butter 228, 206 270, 902 | 10, 054 | 59, 155 

| 2,197, 121 5, 767, 505 6, 922, 789 | 7, 847, 

Gruyere i 1, 021, 339 | 1, 334, 417 1, 489, 708 1, 624, 843 

Romano .. 8, 495, 780 7,981,578 | 5,368,795 | 2,224, 767 

Pecerino | 4,458,592 | 3,335,563 | 2,445,035 | 264,999 

Reggiano_- | "926,203 | 1,369,046 | 1,482,057 | 865, 805 

Parmesano.__ 20, 938 | 12, 909 | 79, 433 | 5 | 

Provoloni 566, 204 36,373 | 1,206,777 | 2, 575, vi 

Provolette 5,776 | 7 52, 595 | 60, 669 | 

Roquefort- 852, 475 | | 1,640,900 688, 186 

Cheddar | 11300 13,203, 242 | 12/072, 060 | 

Blue Mold 977,010 | | 3,491,837 | 5, 048, 520 | 

Edam and Gouda. - 832, OSS 3, 755, 254 | 4,333,051 | 

Bryndza__- 25 | 1, 650 

Shrinz j 914, 741 | 1,518, 452 | 768, 701 385, 320 

Goya 7, 663 

Sheep milk cheese 2) | | 9, 503,291 , 9,304,993 | 12, 486, 668 

All other cheese including Processed | | 

cheese not listed above__._.._- ..| 2,268, 850 | 3, 939, 154 | 3, 578, 330 | 


Dried whey $ 


4, 207, 607 


! Any ice cream mix imported would be included in the classification malted milk and minateie: 
? Prior to 1950 sheep milk cheese import quantities were listed as Pecorino cheese, 
3 Any dried whey imported would be included in the classification dry buttermilk. 


Source: United States Imports of Merchandise for Consumption, Bureau of the Census, Department of 


Commerce. 


TABLE 10.— 


-United States foreign trade, average, 1935-39, and fiscal years, 1947-48 


through 1951-52 
{Million dollars] 


1947-48 | 1948-49 | 1949-50 | 1950-51 | 1951-52 

Exports: | | | 
Agricultural. _- 748 3, 505 3, 830 | 2, 986 | 3,411 4,047 
Nonagricultural . _ - 1, 952 10, 294 | 8, 860 | 7,118 | 9, 187 11, 462 
Total. 2, 700 13,799 12,690 | 10, 104 12, 508 | 15, 509 
— =} = 

Imports for consumption: | | [ 
Agricultural. _- | 1,153 2, 862 3,001 3, 177 | 5, 147 | 4, 695 
Supplementary. 616 1,444 1, 532 | 1, 553 2, 280 | 1, 970 
Complementary - .__ 537 | 1, 418 ae | 1, 469 Ls 625 2, 858 | 2, 728 
1, 107 | 3,458 3,970 3,849. 5, 606 | 5, 753 
a 2, 260 | 6,320 | 6,971 | 7,02 10,753 | 10, 451 
Export surplus__ 440 7,479 | 5,719 | 3 078 1,845 | 5, 058 


Source: Reports of the Office of Foreign Agricultural Relations, U. S. Department of Agriculture. 
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Mr. Reep. Milk cow numbers are increasing. The first of this 
year they were up 627,000 head over a vear ago. They are still 
materially below peak numbers of 27,770,000, reae shed i in 1945. 

We expect milk cow numbers to continue to increase, due largely to 
the fact that high beef and veal prices have been adjusted downward 
relative to dairy products and that will reduce the culling of herds 
and also we have favorable growing and feed conditions so far. 

Milk production reached a peak of 119.8 billion pounds in 1945, 
There was 115.1 billion last vear, up slightly over the 114.8 billion 
pounds the previous year. As far as we can determine now milk 
production during 1953 should show an increase of several percentage 
points over last vear. 

I do not need to say very much with regard to consumption. 
Butter consumption of course is about half, or slightly less than half, 
of prewar. Other dairy commodities show some increase. Per capita 
consumption of fluid milk and cream was about 400 pounds in 1952, 
which is a considerable increase above the 1935-39 average period, 
but was less than it was at our peak in 1945. 

Detailed figures with regard to all these matters are given in the 
statistical appendix. 

Currently indications are that world production of milk and dairy 
products has fully recovered from the effects of the war and production 
is on the increase. 

Now, with regard to the need for controlling imports, some consider- 
ation of the statistics of the movement of dairy products in inter- 
national trade will disclose the scope of the problem. There are 
huge volumes of dairy products moving in international trade. In 
1952, about 846 million pounds of butter, 682 million pounds of cheese, 
138 million pounds of dry whole milk and 86 million pounds of nonfat 
dry milk solids were exported by the major foreign exporting countries. 

Major importing countries are largely the United Kingdom, par- 
ticularly for butter. 

The price situation regarding United States prices as compared to 
foreign prices is quite interesting and was touched upon in some 
detail this morning. 

Our prices at the present time are governed by the purchases of 
the Government at the level set forth in the price-support program 
for the year. 

The Commodity Credit Corporation is buying butter at 65.75 
cents per pound for grade A butter at Chicago, 37 cents per pound 
for American cheese, 16 cents per pound for spray process, nonfat dry 
milk solids, and 14 cents per pound for roller process. 

On the other hand, world dairy prices are quite low relative to our 
prices. At the present time, most of the butter, for example, that 
moves in international trade moves under the government-to-govern- 
ment contracts entered into between the purchasing government of 
the United Kingdom and the selling governments of Denmark, 
Australia, New Zealand, and I believe the Netherlands. 

Currently, the United Kingdom is purchasing butter from Den- 
mark, its finest grade butter, at 42.2 cents per pound in American 
money. 

It is purchasing the Australian and New Zealand butter on a 
government-to-government contract at 39 and, I believe it is two- 
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tenths cents per pound in American money. Let me glance at a 
table in the appendix here to see if I have that figure just right. 

I think that is correct——39.2, and 42.2. 

That is right. 

To compare those to the United States prices in this country we 
would have to add the tariff and handling costs. The tariff on 
United States butter for the first 60 million pounds is 7 cents per 
pound, and thereafter it is 14 cents. The handling costs, shipping, 
and the like of that, are approximately 4 cents per pound, costing 
11 cents to land the butter in the United States ports, all costs and 
duties paid, and the price then would run about between 50 and 53 
cents per pound. 

That, of course, is a very significantly lower price than our price 
support level of 65.75 cents per pound. 

With this disparity between our prices and world prices, we are 
convinced that unless adequate quantitative restrictions are placed 
on the import of dairy products we will be buying the world output 
of export butter. 

Certainly, we would be buying a very great deal of it. They 
would ship butter into this country; our Government would have to 
buy if to maintain its commitments to farmers, and the result would 
be that our price-support program would be used as a world price- 
support program. 

That would lead us into extraordinarily difficult problems of dis- 
posal. We are concerned enough with the disposal problems as it 
is now, since we have very large volumes of butter, cheese, and 
nonfat dry milk solids in inventory today. As of May 15—and 
these are volumes which have had subtracted from them the current 
programs for disposing of butter under the school lunch program— 
we had 167,200,000 pounds of butter, with no outlet for it, 118,200,000 
pounds of cheese, and 251,700,000 pounds of nonfat dry milk solids. 

The latest check I made with the Department of Agriculture, 
which was last week, shows they are purchasing butter at the rate of 
about 2 million pounds per day. 

Now, if we had to purchase the world exportable surplus of butter, 
probably about the only way we could get rid of it without letting it 
spoil, would be to turn around and sell it at reduced prices to those 
countries that ordinarily would have purchased it in any event, 

We think it is utterly inconceivable that our price support program 
should be used as a world price support program. We think it would 
be unsound and we don’t think the public would stand for it, so we 
look upon this matter of import control as, first, imperative to carry- 
ing out the policy of the Congress regarding price support programs 
for the farmers; second, to reduce the costs of those programs, because 
you can readily see, with huge volumes shipped in here, and purchased 
by our Government under our price support program, that the costs 
would become astronomical, and further, to lighten the load of the 
burden of taxes in carrying on such programs as this. 

I don’t want to burden this record too much with detail, Mr. 
Chairman. I would like to make a very few short comments as to 
the arguments we run into all of the time that are advanced by 
opponents of section 104. 

We have the usual free trade argument. Well, I think the pro- 
ponents of free trade are probably utterly sincere in thinking it would 
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be a good thing, and I myself might concede that under certain cir- 
cumstances it would be, but free trade is possible, at least in the 
economic sense of the term, only where we have currencies that are 
not artificially rigged and manipulated, where currencies are readily 
convertible, one to the other, where there is no international cartel- 
ization of business. Government to government interference iv 
manipulation of trade through exchange regulations, through Gov- 
ernment purchasing agreements and the like, and also ultimately 
we think that free trade calls for rather free movement of capital and 
labor between countries. We think if you examine, therefore, the 
preconceptions upon which the free trade argument is based, it will 
be recognized largely as a slogan and not something that is readily 
approachable at this time. 

Mr. Tauie. Mr. Chairman—first of all, it presupposes a peaceful 
world; does it not? 

Mr. Rexp. Yes, sir. 

Mr. Tauie. Free trade certainly does not work in time of war. 

Mr. Reep. That is right. 

Mr. Tauue. I suppose an illustration of free trade might be trade 
within the United States, as among the States? 

Mr. Reep. That is correct. 

Mr. Tate. Yet as among the States we find use taxes, so even 
within our confines, with all the advantages we have, there are some 
States that find it advantageous to set up obstacles to free trade. 

Mr. Rexep. That is correct. 

Mr. Tatts. Thank you, Mr. Chairman. 

Mr. Reep. Opponents of a positive system of import control such 
as are embodied in section 104 argue that we havea large export market 
for dairy products, and therefore we should permit unlimited imports, 
so that other countries will have the dollars to buy our dairy products. 
In the first place, that is an odd argument, since there seems to be 
very little gain in bringing in something that you would also at the 
same time be shipping out. 

But the facts are that the alleged facts that are so often quoted to 
show that we are a large export country do not take account of the 
fact that whenever we have had a very large export business in dairy 
products, it has been during times of international stress, war, or 
rehabilitation following war. In table 8 of the appendix I have 
detailed figures showing the exports and imports of dairy commodities 
for the United States during the period 1939 through 1952. 1 might 
say that I have examined figures extending much earlier into the 
history than 1939 and the same tendency is shown. We do export 
large volumes of commodities during wars, and during the periods 
immediately following wars, but that is not normal commercial trade. 

As a matter of fact, most of our large exports were in a sense gifts 
made by the United States to other countries. 

During the war it was lend-lease money that purchased and shipped 
those commodities abroad. Following the war it has been very 
largely financed by Marshall plan funds. 

Some of our colleagues in the agricultural field argue that we should 
permit very large imports of dairy products in order that other coun- 
tries should have the dollars available to buy our export agricultural 
commodities such as cotton, wheat, tobacco and some others. We 
don’t see how this country can gain very much by ruining the dairy 
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industry in order to have a prosperous market for cotton, wheat and 
tobacco exports. 

However, this is somewhat of a new argument because if you go 
through our export history we have been large exporters of cotton, 
wheat and tobacco over the years, and that was accomplished without 
ruining the dairy industry. 

I have already pointed out our basis of disagreement with the 
administration that section 22 of the Agricultural Adjustment Act 
is sufficient. I do not believe that the administration can assure us 
on the basis of the law as it now exists and the procedure that has to be 
followed, that dairy imports will be controlled under section 22. I 
am no lawyer, Mr. Chairman, but as I understand the law. the Secre- 
tary of Agriculture and the President, operating under section 22, can 
institute an investigation by the Tariff Commission. The findings of 
the Tariff Commission, however, are its own findings. Even so, 
irrespective of the findings of the Tariff Commission, it is still disere- 
tionary upon the administration as to whether it accepts the findings 
of the Commission. But what I mean to say is that the total adminis- 
tration of the import control program is not vested in the executive 
branch, as I understand the matter. The findings on which any 
decision would be based are vested in the Tariff Commission. 

I think, Mr. Chairman, that in view of the very excellent statement 
that was given this morning by Congressman Andresen, in his much 
more capable and full treatment of these matters than mine, that I 
will conclude my statement and express my gratification for having 
been permitted to take this much of your time. 

Mr. Gamsur. Thank you very much. Dr. Talle, have you any 
questions? 

Mr. Tautie. Yes, Mr. Chairman. 

I should like to emphasize again that it is a very fine thing for the 
Tariff Commission to make this study. I think that is excellent, but 
insofar as furnishing any advantage to the dairy industry at the present 
time, it appears to be of no value. 

In other words, the uncertainty surrounding the whole thing would 
make it of no value. It is comforting to know capable people are 
studying the problem. I am all for that but it would appear to be a 
good thing not to throw all of your guns away, before you know you 
have something else equally good. It seems to me, as was suggested 
this morning, and earlier, that we should continue section 104 for a 
year, pending the study and recommendations of the Tariff Commis- 
sion. 

Mr. Reep. That is our feeling. 

Mr. Gamsie. Mr. Brown? 

Mr. Brown. No questions. 

Mr. Gamsuie. Mr. Dollinger? 

Mr. Douuincer. No questions. 

Mr. Gambier. How about you, Mr. Hays? Do you have any ques- 
tions? 

Mr. Hays. Yes, sir. 

Mr. Gamsue. Go ahead, 

Mr. Hays. I was interested in your statement, Mr. Reed, relative 
to the fact that at the moment the Government is buying 2 million 
pounds of butter a day. That would work out to about $1,350,000 a 
day they are spending for it, or approximately $40,500,000 a month. 
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Mr. Reep. Yes. 

Mr. Hays. And if it continues for a year it will run up in the 
neighborhood of a half billion dollars. 

Now theoretically, this is to get the purchasing power in the hands 
of the farmer so that he can buy the things in industry that industry 
produced so we can keep the economy in balance, but it also has the 
effect of keeping the price of butter artificially high, so that a competi- 
tive product and an imitation has been able to come in and take the 
market. 

Has your industry or the people you represent given any thought 
about how we might get this protection to the farmer without at 
the same time strangling his natural markets? 

Mr. Reep. Congressman Hays, some members of my organization 
are members of the Secretary’s Dairy Advisory Committee, and we 
are working on that problem. What we will come up with we just 
do not know, but we hope that it will be possible to work out some 
program which will be less expensive, which will give the farmer, the 
dairy farmer, some protection. A number of people in the dairy 
industry, including some of my own colleagues, are talking of a self- 
help program, but our view as regards this particular matter, Congress- 
man, is that we want the status quo maintained until all of these 
programs are fitted together, and a whole program developed. We 
don’t think you can work at it piecemeal. 

Mr. Hays. | am sympathetic, understand, with your objectives 
but I am wondering if what this year’s study isn’t going to do, it 
seems to me from what I am able to find out that they are trying to 
figure out some way to get this money to the farmer without at the 
same time destroying his market, but more important than that, to 
do it so that it won’t be called socialism. 

As long as you store the butter and let it spoil and keep it away 
from the ultimate consumer that is not socialism but it seems to me 
there ought to be a better way to do it and still not call it socialism. 

Mr. Reep. We think there is. That is what we are trying to find 
out. 

Mr. Hays. That is all, Mr. Chairman. 

Mr. Gamsie. Mr. Mumma, do you have any questions? 

Mr. Mumma. I would just like to know what made this huge 
demand overnight for this whole powdered milk. Was there some 
other market cut off to these people? 

Mr. Reep. Congressman Mumma, I think that can be explained 
in this way: During the period, I believe it was August 1951 to date, 
butter has been under embargo under section 104. Prior to that time 
imports of butter were embargoed under a provision of the Second 
War Powers Act. Also under section 104, since its inception, nonfat 
dry milk solids have been under embargo. 

Now it is very possible to shift milk from utilization as butter and 
nonfat dry milk solids to utilizing it as dry whole milk. You dry 
the whole product, rather than the skim, and make a butter out of the 
cream; you see, and that is what these countries did, because imports 
of dry whole milk and dry buttermilk were not restricted in any 
quantitative fashion whatsoever, until January 1 this year, when 
quotas were established, and in March 1, I believe it was, when 
embargoes were established, but what that represented was a rather 
successful effort on the part of exporting countries to shift thier 
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utilization of milk into a manufactured product, which could be im- 
ported into this country without restriction. 

Mr. Mumma. Is there one big user of that product that could 
absorb it so quickly? 

Mr. Rexp. Actually what would happen on that, and what did 
happen, I am quite sure—I have had some direct indications of that 
from our own membership—is whenever one of the customers of, say, 
one of the plants that belongs to my organization cancels the domestic 
contract in order to purchase imported dry whole milk, then our 
member would have to shift his production from dry whole milk to 
butter and nonfat dry milk solids and sell it to the Government, so it 
was a replacement, you see. 

Mr. Mumma. Can I take a minute of the committee’s time to give 
you a suggestion? 

1 don’t know whether it is good for anything or not, but there was 
a meeting of the Pennsylvania farmers down here a couple of months 
ago and the people on the milk side of the industry said that their 
trouble was they didn’t do the right kind of advertising. 

Now, here is the point that I took from that, of my own: You can 
hardly look at a television show or a radio, the first thing when 2 or 
3 people get together they don’t say, “How about a drink?” I 
know those particular interests don’t pay for it—maybe indirectly. 
You see some of these, like Coca-Cola, “blank,’’ I will cut that name 
out, but all of those drinks. Down the line, the dairy industry could 
say “Johnny how about a glass of milk?” or when Pop comes home, 
they might say “I believe if you will drink some milk with vitamin 
D it would refresh you.” I don’t know that this idea is worth 
anything but exploration. I do see it daily on this television with 
other products and with the dairy industry needing outlets for its 
products I would surely investigate. 

Mr. Reep. It is a valuable suggestion. 

Mr. Do.urncer. May I make a further observation on that off the 
record? 

(Statement off the record.) 

Mr. Mumma. They ought to do a little self-help in there somewhere. 
It is all from the consumers’ dollar. 

Mr. Reep. Perhaps they haven’t done enough yet, or as much as 
would have been desired, but there is a great deal of promotion going 
on in the dairy industry. 

In the first case, some of the private companies have for many 
years done a very excellent job of promoting their own brands, which 
of course is of some benefit to the industry as a whole. 

Also, in the last 8 or 10 years, there has been developed an overall 
dairy organization called the American Dairy Association which 
exists, as | understand it, mainly for the purpose of promoting the 
consumption of milk and dairy products. 

That organization is financed directly by producers themselves, and 
the program of the American Dairy Association is becoming more and 
more accepted by the farmers and more and more farmers are voting 
to voluntarily accept a deduction from their milk checks to be used 
in this promotion fund, so they really are working on it, although 
as I say they probably haven't done nearly so much as could have 
been done. 
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Mr. Mumma. You might take the grandchildren to buy a pair of 
shoes. They want Poll Parrot shoes. If you want them to drink 
milk that is another thing. Thank you. 

Mr. Gamsie. Mr. McVey? 

Mr. MeVey. | want to make an observation with regard to some 
of the comments already made. I think the use of powdered milk 
is really gaining in this country because people have found that they 
can make milk more cheaply from dry powdered milk than they can 
buy it in the usual carton or bottle. 

believe it costs about 7 cents a quart to make a quart of milk from 
the dry powdered milk. That is the type of competition that is facing 
your industry. I don’t know; it seems to me that the price of milk and 
the price of butter have a tendency to price to some extent, at least, 
the products out of the market. 

If there were some way we could drain off some of the excess cream 
and use it in a higher percentage of fat in the milk, since milk is sold 
in such big volume, it seems to me it would take some of the products 
used in making the butter and cheese off of the market, and into the 
homes, so the consumers could make use of it rather than having 
butter stored for months, and perhaps allowing it to spoil. 

Mr. Reep. | am quite sure, or | believe—I shouldn’t say I am quite 
sure—l beleive that operations of that nature are also under consider- 
ation by Secretary Benson’s Dairy Advisory Committee. 

| myself have not been able to anaiyze the situation fully enough to 
have a considered judgment as to the effects of that type of program. 

Mr. McVey. That might increase the price of milk somewhat, but 
of course we know that a lot of the cost of milk is tied up in the wages 
and distribution, and so forth, so I shouldn’t think it would increase 
the price of milk greatly should it contain a high percentage of fat. 

| would like to follow up the comment made to Congressman Hays. 
You said the industry is considering plans to assist in the solving of 
the problems which we have been discussing here today. 

Are there some other plans in mind that are being considered for 
solution of these problems? 

Mr. Reep. Oh, ves. 

I don’t have a record of everything that is being considered before 
me now, and my memory doesn’t serve too well, but there are any 
number of suggestions that have been made by members of the Dairy 
Advisory Committee, and all of these are subject to further study and 
consideration to see whether or not they are appropriate, and can be 
adopted. 

Mr. McVey. The purchase of huge amounts of butter has created 
a very bad impression, it seems to me, in the mind of our people. I 
am not opposed to efforts to help your industry because I was raised 
on a farm myself. I know what the problems are, and | want to see 
the industry supported in every way that we can, but I do think that 
there is danger in the accumulation of a huge surplus of butter. 

If there is some other solution to this problem, it seems to me we 
should find it if at all possible. 

Mr. Hays. Will vou yield? 

Mr. McVey. Yes, sir. 

Mr. Hays. The industry prices, the price it pays to the farmer for 
milk is according to the butterfat content of the milk; they pay a 
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premium for butterfat in excess of a certain amount, and they penalize 
milk that is below that. 

Now, that pricing arrangement wouldn’t last 10 minutes if the 
Government would quit supporting the price of butter, because they 
know that they can pay that nickel premium or whatever it is—5 
cents for every tenth of a percent, and then they have a ready market 
for the butter to the Government at 67.5 cents a pound. 

The thing that I think is vital is to figure out some way to distrubute 
this milk and cut down the cost of the distribution and get it in the 
hands of the people that really need it, because if the doctors’ recom- 
mendation for the amount of milk that the children in this country 
ought to have per day were followed out there wouldn’t be any surplus 
milk, if you could get it to them at a price they could afford to pay. 

I was interested a couple of weeks ago when | was in Switzerland— 
maybe I oughtn’t to bring this up—but I was interested to note over 
there the farmer in Switzerland is getting within 10 cents a hundred 
the same price that the American farmer out in Ohio, or the Ohio 
farmer, is getting right now for his milk, but they are putting it on the 
doorstep at about 6 or 7 cents a quart cheaper than we are putting it 
on the doorstep here. 

I know we have higher labor costs, and all that, but you can’t tell 
me that the difference in labor costs takes up a third of the price of a 
quart of milk, because I just don’t believe it. 

; tort McVey. Maybe Mr. Reed has an answer to that question. 
on’t. 

Mr. Reep. Certainly labor costs are very important in the spread. 
I forget, it has been some time since I looked at any cost analysis of it, 
but all of the costs are important. 

Mr. Mumma. The farmer gets his increased costs out of this in- 
creased butterfat, when he puts milk in to the wholesaler. He gets 
his, too. 

Mr. Reep. Yes. 

Mr. Mumma. That has really cost more. 

Mr. Hays. It is a premium price, but I still state part of their 
trouble is caused by basing the price on butterfat, because whole milk 
is the commodity, and any dairyman will tell you whole milk is the 
en that he makes his money on. That is what he wants to 
sell. 

Mr. Gampte. Mr. Merrill, do you have any questions? 

Mr. Yes, sir. 

As I understand, for so long as this support price of 90 percent is 
maintained, that—and that has been maintained for almost a vear, 
now, the dairy industry doesn’t have much to worry about; does it? 

Mr. Reep. It runs through March 31. 

Let us put it this way: Under that level we are certainly getting a 
maintained milk production. 

Mr. Merrinu. I mean you are getting the price that you ask for 
out of it. You are getting a price that assures you of a pretty good 
profit in dairy industry. 

Mr. Reep. We are getting the price that we recommended, which 
we think, or which we thought when we recommended it to the 
Department, we had to have, in view of the fact that a lot of our cost 
items are also based on price supports for the other commodities 
at 90 percent of parity. 
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Mr. Merrityi. Now, I believe you said that if section 22 were 
properly amended, that you think that that would give you the pro- 
tection that you—maybe not the exact protection you would get 
out of 104—but it would give you the protection that vou need at 
this time. I believe you said that at the very beginning of your 
testimony. 

Mr. Reep. My statement was this: That if section 22 had been 
properly administered, I don’t think the Congress would have ever 
enacted section 104, because I think that with the proper administra- 
tion of section 22, the question would never have come up of enacting 
something such as 104. There is one difference in the degree of 
control that can be applied under section 22, and under 104. Under 
104, a complete embargo can be established, and has been established 
on nonfat dry milk solids, butter, dry whole milk, and dry buttermilk. 
Under section 22, the imports of any given commodity can only be 
reduced to a level of not less than 50 percent of some representative 
base period, as determined by the President, so that by and large, 
under section 22, we would secure more butter imports than we would 
under section 104. 

Mr. GamsBur. Pardon me. 

You say you would export? There would be more exported or 
imported here? 

Mr. Reep. Under section 22 more butter would be imported than 
under section 104, which permits a complete embargo. 

Mr. Gamsur. That is what I thought you said. I wasn’t sure. 

Mr. Merrity. Here is the thing that is bothering me in this 
problem: Secretary Benson has one whale of a job. We know that. 
And it is not just dairy, but he has such an agricultural problem that 
he is trying to work out. 

Now, I think those people who are from dairy producing areas were 
very agreeably surprised and pleased when the Secretary did say to 
them, ‘For this year we are going to continue to support dairy 
products at 90 percent of parity.” 

Now, the Secretary took on quite an order when he said to the 
dairy people, ‘I am going to support your products at 90 percent of 
parity,”’ and the dairy people in turn promised they would do every- 
thing they could to work out a solution. 

We have talked about it. 

What bothers me is this: Here you have a Secretary of Agriculture 
who has problems that deal with every phase of agriculture. He has 
bent over backward to give to the dairy people exactly what they 
asked of him, 90 percent of parity, and | think most everybody was 
surprised that he went that far. 

They were gratified he went that far. Now, Benson, when he comes 
back and says to the dairy fellows, “I have a total problem that I have 
to work out here, and when working out the total problem, of which 
your dairy problem is only one phase, I am convinced that I can do 
this total job better if you will give me section 22 and not burden 
me with 104,” and then the dairy industry comes back to the Secretary 
and says, ‘“‘No. For our particular purpose, and disregarding the 
total problem, 104 is better for us, and, therefore, we say to you, Mr. 
Secretary, now that you have given us what we have asked you for, 
We say to you now, no, we can’t in turn go back to you and cooperate 
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with you and go along with what you say is needed in order to work 
out the solution to the total farm problem.” 

Now, I am concerned about that, and I could be wrong. That is 
the reason I am asking you this question, not to be belligerent, because 
I don’t want to have an unfair impression of what is being presented 
here, but it just looks to me as if, after the dairy industry has received 
this very favorable treatment from Benson—when I say him, I mean 
the Department—then when the Department comes back and tries 
to win cooperation for a total problem, it seems to me as if maybe 
by making the request that is being made here, having gotten what 
the dairy wants in the way of protection, it is now saying, ““Now that 
we have got what we want, we are not going to cooperate to help you 
take care of the total farm picture.” 

Now, as I say, this is not asked in any spirit of belligerency, but 
I am concerned with that problem. I think we must all be. What 
do you have to say about that? 

Mr. Reep. | would have this to say: 

First, with regard to the 90 percent of parity price-support program 
for dairy products, Congressman Merrill, we did recommend that to 
the Secretary. We did that, having taken account of the fact that, 
I think I indicated some few minutes ago, a number of other com- 
modities are being supported on a mandatory basis under the law. 
The Secretary has no discretion as to the 90 percent of parity. That 
holds our costs up with respect to those particular commodities. We 
thought that that would create an imbalance in the thing that would 
be improper and just totally unwarranted. 

We were pleased that the Secretary continued the program, although 
I must say that we didn’t see, in view of all of the circumstances, how 
he could really cut one major industry down while at the same time 
holding its costs up through another program. 

Now with regard to our differences of opinion concerning section 104 
and section 22, as I view it, and basing my comments upon Secretary 
Benson’s testimony, to which I have listened before a number of 
congressional committees this year, there is not any fundamental 
difference as to the need for controlling imports of dairy products as 
long as our price-support programs are such that our prices remain 
above world prices. I think we are agreed on that with the Secretary. 

It isa matter of technique. We know section 104 works, but for 18 
years we have had experience with an administration of section 22, 
when it was not invoked, so while there is no basic conflict between 
us to the effect that imports should be regulated, we want to be sure 
they will be, and under section 22, we are not convinced that even 
with the best of intentions that can be done. 

Mr. Merritt. [sn’t it pretty clear that the Secretary, and again, 
when I say that I mean the Department—isn’t it pretty clear that so 
far the Secretary has shown an understanding of your problems? 

Mr. Reep. He has certainly shown an awareness of it, yes. 

Mr. Merriti. And don’t vou think that it might be the better 
part of wisdom, as you find a man who shows an understanding of 
the problem and as he starts out on a new program, to give him the 
benefit of the tools which he thinks will best do the job, rather than 
handicapping him in his total program? 

Here is the thing that keeps worrying me about this: I can see 
where 104 is not, from the dairy standpoint, because it guarantees 
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what we need for dairy alone, but when the Agriculture Department, 
with its total problem of keeping all agriculture problems says, 
“Yes, this may work for dairy probably, but the application of this 
particular approach, the 104 approach, does us tremendous damage 
when we are out trying to peddle our other agricultural products to 
the world,” when they say it is going to do that, don’t you think that 
perhaps rather than insisting upon absolute security for dairy, even in 
the face of the fact that the Department says, “Giving you that is 
going to handicap us in trying to deal wisely with other agricultural 
ines pe -don’t you think it might be a little wiser for dairy to 
say, ‘‘We are willing to concede a little of the absolute security that 
we want in order to try to contribute our share to the solution of the 
total agricultural problem.” 

Now, honestly, I am just a little bit worried about giving to some 
industry what it thinks is the ultimate in protection when at the 
same time we have been given clear warning that in doing that we 
might gravely handicap this total agricultural program, and further, 
1 am even more concerned when, as I say, the 22 can do the job if it 
is properly administered. 

Mr. Hayes. Would you yield? 

Mr. Merriut. Yes, sir. I would like to get an answer. 

Mr. Hays. I think there is one thing you are overlooking. This is 
one field I think | know a little bit about. I have been actively 
engaged in it for a little while and you learn a few things that way 
that you don’t get otherwise. As long as the Secretary is going to 
support dairy products at 90 percent of parity—and some of these 
gentlemen may be shocked to hear me say this—I don’t think it makes 
a bit of difference whether section 104 is in or out, because every 
pound of anything that comes in from abroad, the Secretary will just 
buy that much American stuff and put it away in storage and pay for 
it with tax money. That is just what it boils down to. 

As long as he keeps supporting the price for the next year, if he is 
going to support it until the first of next April, if there is 50 million 
pounds of butter comes in from abroad under section 22, he will buy 
an additional million pounds of American butter at 671 cents. 

If a hundred million pounds of cheese comes in, he will buy a 
hundred million pounds of cheese more than he would otherwise. 
Dr. Talle is an expert in this. Isn’t that a fair analysis of it, Doctor? 

Mr. Tauue. Yes. 

Mr. Hays. That is what we are faced with. I see the whole picture, 
sure, but the whole thing hinges—-and I don’t see how the Secretary 
of Agriculture fairly could have done another thing, and if he didn’t 
see it in effect, I want to give him credit. 

He was fair about it, but talking politely, if he had let the price of 
dairy products go to pot when Congress had given him a mandatory 
order on the other things, and I haven’t heard anybody say they 
wanted to repeal that, I don’t think he would have been around very 
long. 

You have got this situation, and that is what the whole thing is tied 
to. Here you have a mandatory support of corn, and all of the grains 
that the dairy farmer has to use, as well as the beef cattle raiser and 
the hog raiser and everybody else, and if you are going to tie the price 
of that, or prop it up, or put a post under it or floor or whatever they 
want to call it, and hold it up here and let these others slide off to 
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nowhere you are not only not being fair, but you are going to create 
a disaster in those industries. 

There is the whole thing. Then this section 104, I think is for the 
protection of the American taxpayers and I am going to support it 
on that basis, if for no other reason. 

Mr. Merrit. I think we are all in agreement that as long as we 
have price supports, we have to have protection from imports, of 
course. There is no question about that. 

Mr. Hays. I realize you are trying to get at the root of the problem. 
I hope what I said was helpful. It wasn’t critical. 

Mr. Merritt. I understand that. 

I also understand this about this problem of exports: It is too com- 
plicated to understand it completely, but I do know this, that there 
are a lot of times when the problem of world trade depends upon 
international good will. I know that certain actions can bring about 
retaliatory actions that just generate all sorts of difficulty. You say 
that is silly, that it should not do it, but we know that that happens. 
There is one school of thought that says that perhaps even a tariff 
that was put on several years ago generated most of the retaliatory 
action that tied this whole world up into a knot. I am not saying 
that is true, but you understand the situation to which I refer. 

Mr. Reep. Yes, sir. 

Mr. Merry. So there is that aspect of this foreign trade situation, 
as we try to promote more products and more sales of our products. 
There is also the psychological reaction that comes from action that 
we may take so far as embargoes are concerned. That is one thing 
we have to consider. 

Then there is this problem of the circulation of goods and of dollars, 
where products maybe from Denmark sending something in here, 
something that we already have. In turn, she buys something, and 
there is a circulation of dollars in a way I don’t understand it that 
makes foreign trade much more beneficial if we let Denmark partici- 
pate. I am taking her as a dairy-producing country. If we let her 
participate, it is better than if we exclude her completely and operate 
without her. 

I am raising these problems not because IT am making an argument 
for anything. All 1 want to say is this: I don’t understand it myself, 
but I do know that those people in the Department of Agriculture 
who for the next vear are going to be charged with the responsibility 
of trying to keep the best possible total picture in the foreign-trade 
market; those people who are charged with the responsibility and 
who must take into consideration all of the intangibles, they are saving, 
“You are going to handicap us severely.’’ That is the way I under- 
stand it, if you reenact 104. They say that to us, and, in turn, you 
say to us that if 22 is properly administered, that can give us enough 
protection—maybe not the maximum we want, but could give us 
enough protection to take care of us. 

The thing I find difficult then is not to say, with all of those prob- 
lems before us, let’s give to the Department of Agriculture freedom 
from 104 and see if they can’t do the job under 22. 

Mr. Reep. Congressman Merrill, I think that my view of the 
question you raised just then would be this: I think that section 104 
has been held up largely as the whipping boy. As I indicated some 
time earlier in my statement, it seems to me that if you are going to 
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have an effective import control, it would seem that you would regu- 
late imports just about as much under the one as under the other, 
that the real objection is not to some name, like section 104, but to 
the cold fact that imports are restricted. 

That is what they are arguing about and I venture to say—I think 
it is a certainty, that if section 104 is discontinued and if the Depart- 
ment of Agriculture and the President and Tariff Commission put on 
quantitative imports such as are now carried under 104, then the 
attack will be turned upon section 22. 

1 think the attack on section 104 is window dressing; that the basie 
attack is that we in this country must permit unlimited imports of 
dairy products, in spite of the fact that in doing that we would either 
be tearing down our own price structure or causing the expenditure 
of hundreds of millions of dollars in an unnecessary fashion under our 
price-support program. 

We in the dairy industry are very concerned that our price-support 
program, once the bars are let down and it is turned into a world 
price-support program would not last, and we want it kept. With 
regard to the matter of flexibility in price-support operations, as I 
indicated, we did ask the Secretary for 90 percent of parity. 

Last year, however, when the mandatory price program was being 
enacted by the Congress, I personally testified for my organization 
and I know a number of other organizations testified that we should 
keep these flexible, but as long as we have one segment of the agri- 
cultural economy, a very great segment when you take in all of the 
basics pegged here, then we think unless you are going to completely 
mess up the entire relationships between agriculture enterprises in 
this country, we have got to be pegged here too. 

Mr. Merritt. Don’t get the idea I think you should go around 
humbly thanking the Secretary for what he did. I assume you made 
a case and assume that that is what he had to do in order to be right. 
Don’t get me wrong on that, but—— 

Mr. Tauue. Will you yield? 

M1. Merrit. Yes, sir; I will be glad to. Any light that can be 
shown my way I am grateful for. 

Mr. Tauur. Mr. Reed, it was pointed out this morning that there 
is no embargo power in section 22. 

Mr. Reep. No, sir; there is not. 

Mr. Gamsue. Thete is none? 

Mr. Tauie. That is right. 

Mr. McDonoveu. Fifty percent. 

Mr. Hays. That is quota. 

Mr. Taute. In other words, it seems to me that to make section 22 
work in a satisfactory manner for the dairy industry, it would have 
to be amended in such fashion as to be similar to section 104; is that 
right? 

Mr. Reep. That is our feeling on it. Before the Tariff Commission, 
the Department of Agriculture recommended a representative base 
period picked out of the decade of the thirties. They picked out 7 
years. I have forgotten just which years they are. 

If the Tariff Commission were to accept that recommendation, they 
would permit the importation of over 700,000 pounds of butter, which 
is not very much, and a little over a million pounds of nonfat dry milk 
solids, which is not very much. However, just these volumes will 
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involve the Department of Agriculture in the expenditure of unneces- 
sary moneys, so that if the thing is going to be held down, we think that 
section 22 must be strengthened a number of ways to provide for 
quicker action, and the like of that, and although we don’t have pre- 
cisely in mind whet he desires, the Secretary has indicated that he 
thinks section 22 needs some strengthening, but as I say, I don’t know 
just what he has in mind. 

Mr. Tate. In the event that section 104 is repealed, or if it is per- 
mitted to expire, the price-support program would still apply to the 
cost of the feeds used by the dairy industry. Furthermore, it seems 
clear to me, as Congressman Hays pointed out, that if you don’t 
have section 104, then you will pile up these gigantic surpluses and 
eventually the entire price-support program will be ir danger of being 
destroyed. 

Mr. Reep. We are convinced of it. We don’t think the public 
would stand for it. 

Mr. Tauie. The public won’t stand for mandatory supports on 
grains, if the dairy industry is left to shift for itself. 

Mr. Gampcr. Are there any further questions? We have got six 
witnesses waiting here to testify and we have spent 1 hour and 15 
minutes with this very interesting witness that we have had. 

We want to get through with this list because we have another big 
one tomorrow. I don’t want to cut anybody off. 

Have you any questions, Mr. Overton? 

Mr. Overton. No, thank you, Mr. Chairman. 

Mr. Or Mr. O'Hara? 

Mr. O’Hara. No questions. 

Mr. Hiesranp. No questions. 

Mr. Gamsuiz. Thank you very much, Mr. Reed. It has been very 
interesting. I didn’t mean to hurry anybody along, but it is awfully 
difficult for us to operate when the House comes in at 10 0’clock in 
the morning and come in at 11 o'clock today and they are coming in 
again tomorrow at 11 o’clock, and we want the economic control bill 
taken care of. 

Thank you very much. 

Mr. Reep. Thank you very much. 

Mr. Gamsuie. The next witness is Mr. E. W. Gaumnitz, of the 
National Cheese Institute. 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, INC. 


Mr. Gaumnirz. Mr. Chairman and members of the committee, 
I have a statement that I would like to file for the record and in the 
interest of time I think I will only attempt to make some comments, 
Without going through the entire statement. 

The CHarrMAN. It will be filed, sir, and made a part of the record. 

(The statement follows :) 


SratemMent or E. W. Gaumnitz, Executive Secretary, Nationa CHEESE 
Instirute, Inc. 


My name is E. W. Gaumnitz. I am executive secretary of the National Cheese 
Institute, Inc., with offices at 110 North Franklin Street, Chicago, Ill. 

The National Cheese Institute, Inc., is a nonprofit corporation, whose members 
include manufacturers of cheese and process cheese and manufacturers, assemblers, 
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importers, wholesalers, and distributors of all types of cheese. Its members 
manufacture over 50 percent of the cheese produced in the United States and 
aistribute between 80 and 90 percent of all the cheese distributed in the United 
States. 

We believe that, under present conditions, both international and within the 
United States, positive quantitative import controls are necessary in dairy prod- 
ucts, and that the necessary statutory authority should involve a minimum of 
discretion. The National Cheese Institute supports the reenactment of section 
104, as originally enacted in 1951. 

Following are some of the factors which should be considered in connection 
with the necessity of positive import controls for dairy products: 

1. Milk production on farms in the United States, which reached a peak in 
1945, was reduced in the post World War II period, although 1952 production 
was slightly above that in 1951 (table 1). The marked increase in 1941 and 1942 
was under a wartime program. The number of milk cows on farms as of January 
1, 1953 was slightly above the number as of January 1, 1952. Also, the number of 
heifers per 1,000 cows on January 1, 1953 was above the number a year earlier. 
These data suggust that milk production may again increase in 1953. 

2. The production of cheese in the United States by variety for the years 
1931-53 is set forth in table 2. The marked increase in 1941 and 1942 was largely 
the result of the wartime program. 

The production of cheese in any 1 year is influenced largely by the relative 
prices of the several products of milk. In other words, milk is largely inter- 
changeable as between uses, so that when cheese prices are high relative to the 
prices of other dairy products, milk will be shifted into cheese production. The 
same holds true as between cheese varieties. Of course, the total production of 
milk is influenced by a number of factors including relative producer returns as 
between milk production and other farm enterprises. 

3. Imports of cheese by varieties for the years 1931-53 are shown in table 3. 
It should be noted that imports in the period 1931-39 ranged from 47 million 
pounds to 61 million pounds per vear. Imports during the wartime shortage 
period were greatly reduced but, in the years 1950-52, have again reached the 
level of 49 to 56 million pounds. It is to be noted that while cheese imports repre- 
sented about 5 percent of United States cheese production in the last 3 years, 
imports of Edam and Gouda cheese about equaled United States production. 
Imports of Italian cheese equaled about 30 percent of United States production 
and imports of Italian types, if compared with the United States production of 
the hard Italian cheeses, equaled over 50 percent of United States production, 
the blue-mold cheese imports equaled perhaps 40 to 50 percent of United States 
production. 

4. Exports of cheese in the United States in the years 1931-39 ranged from less 
than 1.1 million pounds to about 1.7 million pounds. In the war years exports 
were very large with a peak of 305 million pounds reported in 1942. Exports 
continued high in the postwar period under various types of relief or subsidy 
programs but in 1952, the first postwar year when no direct subsidies were involved, 
exports again became relatively normal and approximated 4 million pounds. 

5. In connection with imports it should be noted that, under various trade 
agreements, import duties on all dairy products have been materially reduced 
from the levels established by the Tariff Act of 1930. For most dairy products 
such reductions on a dollar-and-cents basis amount to about 50 percent. For 
example, the rate on whole milk has been reduced from 6% cents per gallon 
to 2 cents per gallon for not more than 3 million gallons in any calendar year. 
The rate on butter has been reduced from 14 cents per pound to 7 cents per 
pound on up to 60 million pounds (the quantity limitations are related to specific 
periods of the year). The rate on dry skim and buttermilk has been reduced 
from 3 cents per pound to 1% cents per pound. The rates for cheese are detailed 
in the attached table 4. The rates provided in the act of 1930 were 7 cents per 
pound but not less than 35 percent ad valorem. Currently, the rates range from 
3 to 5 cents per pound and from 15 to 25 percent ad valorem. 

6. Currency devaluation.—In connection with imports attention is directed to 
the fact that a considerable number of exporting countries have devalued their 
currency. Such devaluations have ranged to more than 35 percent. These 
devaluations have been particularly difficult to anticipate since the exchange 
rates apparently have been determined very largely by arbitrary governmental 
action. 

Whenever exchange rates do not have a common denominator resulting in 
exchange rates being self-adjusting, international trade becomes arbitrary. 
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Under such conditions ‘demand and supply” in terms of prices become meaning- 
ess terms. The volume of goods exported from the United States, for example, 
under such conditions are in no sense the result of free trade, since such quantities 
may well have moved under arbitrary or hidden substitutes. Were exchange 
free and gold movement free it is not only possible but probable that United 
States exports would be materially reduced and limited. Export data as well as 
import data, under these conditions, are factitious. 

. Arbitrary pricing.—In recent years there has grown up a discriminatory 
export pricing arrangement on the part of certain countries exporting to the United 
States. Examples of such arrangements are the specific pricing mechanisms 
of Denmark and the Netherlands. 

Arbitrary export pricing on the part of Denmark was clearly set forth in the 
public hearing before the United States Tariff Commission on April 4, 1952, 
in connection with an investigation regarding blue mold cheese under section 7 
of the Trade Agreements Act of 1951. 

At that hearing, one witness stated that export prices of Danish blue mold 
cheese are controlled by arbitrary action through a Danish cheese export com- 
mittee in which the Danish Government participates and through which exports 
are controlled; that different export prices are arbitrarily established between 
countries; that such prices could be raised or lowered by edict, and that such 
export prices apparently are not related to the prices of other dairy products. 

Che situation in the Netherlands was outlined in response to an inquiry 
addressed to the Under Secretary of Agriculture to which the Assistant to the 
Under Secretary made reply under date of April 23, 1952. Two paragraphs of 
that letter are as follows: 

““Apparently some misunderstanding has developed over his reference to the 
policy followed by many of the foreign countries of selling specialty cheeses 
strictly as luxury products at prices substantially above those for comparable 
types of cheese produced domestically. The particular example he had in mind 
was Dutch cheese, as the Netherlands’ Government sets minimum prices for 
exported dairy products, based upon production costs plus a small amount 
charged to make up for certain domestic subsidies. As it happens the export 
prices of Dutch cheeses so far have been higher than the prices of American Gouda 
and Edam. If this situation should change, the Netherlands’ Embassy informs 
us, it is contemplated to raise the price of Dutch cheese so it will remain above the 
price of the American product. 

“Roquefort exporters also maintain complete control over prices to keep them 
substantially above the market for domestic blue cheese.” 

These two illustrations serve to point out the fact that international trade is not 
being conducted under conditions contemplated by any concept of free trade. 

8. International trade in cheese.—In the prewar years, 1934-38, international 
trade in cheese approximated 500 million pounds per vear. In the past few years, 
such trade has approximated 700 million pounds. With such a volume of cheese 
in international trade it would not be difficult, under present conditions, to visual- 
ize United States imports of 200 to 300 million pounds per year were all United 
States import restrictions removed, 

9. United States support prices for dairy products —Under the Agricultural Act 
of 1949, the United States Department of Agriculture is required to support prices 
of milk and butterfat at between 75 and 90 percent of parity and under certain 
conditions prices may be supported at above the 90-percent level. Support 
prices have been announced for the 12-month period, April 1, 1953, to March 31, 
1954. Prices are being supported through offers to purchase butter, Cheddar 
cheese and nonfat dry milk solids. While the method of support is through the 
offer to purchase butter, Cheddar cheese and nonfat dry milk solids, the effect is 
to support the prices to producers for milk for all uses. This situation is well 
stated in a letter from the Secretary of Agriculture to Senator Fulbright under 
date of September 17, 1951, and appearing in the hearings before the Senate 
Committee on Banking and Currency on 8. 2104. The Secretary’s statement on 
this point follows: 

“Since all dairy products are manufactured from milk or butterfat, there is a 
very close relationship between the prices at which the various dairy products 
are purchased under the price-support program. Purchases of any one of the 
major dairy products tend to support the returns to farmers for milk and butterfat 
sold. It is, therefore, reasonable to expect that imports of cheese on an unre- 
stricted basis would result in increased purchases of dairy products under the 
price-support program, 
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“The law states that import controls are necessary for cheese and makes no 
distinction as between types of cheese. The different types are competitive with 
each other in varying degrees. In view of the recent substantial increase in 
imports of most types of cheese in combination with recent decreases in United 
States production of most types of cheese, and also in view of the probability of 
having to purchase supplies of cheddar cheese under the price-support program, 
the Department determined that import restrictions would be applied in the same 
manner to all types of cheese.” 

As of March 31, 1953, and largely as a result of the price support program for 
the year ended March 31, 1953, the United States Government yd on hand some 
120 million pounds of butter, 75 million pounds of cheese and 170 million pounds 
of nonfat dry milk solids. Price support purchases since that date have been 
rather high, 

10. Import controls.—It is to be noted that import controls in addition to tariff 
controls have been in effect for some dairy products since 1942. At that time 
additional import controls were established primarily to conserve shipping space. 
At a later date controls were used to implement international allocation of dairy 
products. In 1947 import controls were discontinued for all dairy products 
except butter. Butter controls were continued in 1947 and 1948, presumably 
because of the world shortage of fats and oils and from 1949 to July 1951 on the 
basis of the orderly liquidation of butter stocks held by the Government. 

Since August 1951 imports of many dairy products have been controlled under 
regulations issued pursuant to the provisions of section 104 of the Defense 
Production Act of 1950, as amended. Butter imports, for example, have been 
prohibited. Imports of dried whole milk were restricted in the first quarter 
of 1953 and are embargoed in the second quarter. All types of cheese were 
subject to quotas from August 9, 1951, to June 30, 1952. On July 3, 1952, import 
quotas were removed from a number of varieties of cheese, such as Swiss cheese, 
process Gruyere cheese and Roquefort cheese. As of the present time quotas are 
in effect for the following types of cheese for the year ending June 30, 1953: 


Variety of cheese: Quota (pounds) 
Italian varieties made from cow’s milk______________________- 9, 200, 000 
Process containing Cheddar or blue mold__-_-___- Quantity imported in 1950 


It is to be noted that considerable latitude has been used in the imposition of 
quotas under section 104. 

11. Prices of imported cheese.—lIt is difficult to secure reliable price data for 
many of the varieties of cheese. However, on May 4, 1953, in the hearing before 
the United States Tariff Commission, the United States Department of Agricul- 
ture submitted a statement setting forth certain price data as follows: 

“Butter prices in the United States are above the prices of most of the butter 
entering international trade by more than the United States import duties and 
transportation costs. The wholesale prices of butter in the United States in late 
April 1953 approximated the Department’s purchase prices of 66.5 cents per 
pound (U.S. grade A) at New York, 66.75 cents at Seattle and San Francisco, and 
65.75 cents at Chicago. The Department’s purchase prices will continue at such 
a level under the price-support program through March 1954. On the basis of 
estimated transportation costs of 1 to 3 cents per pound (from Canada, Europe, or 
Southern Hemisphere countries) and the duty of 7 cents per pound on the first 60 
million pounds, the current United States prices are equivalent to about 56.5 to 
58.5 cents per pound f. o. b. foreign ports of export” (p. 16, exhibit TV). 

“The United Kingdom currently is paying the equivalent of the following prices 
per pound, f. 0. b. port of export, for butter under its contracts with the indicated 
exporting countries: Denmark 42 cents; Australia 39.25 cents; New Zealand 39.25 
cents” (p. 16, exhibit IV). 

‘The prices of Cheddar cheese in the United States are above prices of the Ched- 
dar cheese entering international trade by more than the United States import 
duty and transportation costs. The prevailing wholesale price of Cheddar cheese 
in the United States approximates the Department’s purchase price of 37 cents per 
pound (U.S. grade A). Market prices in the coastal markets tend to be slightly 
higher. The Department’s purchase prices will continue at 37 cents per pound 
under the price-support program through March 1954. On the basis of estimated 
transportation costs of 1 to 3 cents per pound from foreign exporting countries 
and the duty of around 3 cents per pound (based on prices United Kingdom is pay- 
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ing Australia and New Zealand), current United States prices (p. 18, exhibit 
IV) are equivalent to at least 31 to 33 cents per pound f. 0. b. foreign ports of 
export. The United Kingdom currently is paying Australia and New Zealand 
the equivalent of 22 cents per pound for Cheddar cheese f. 0. b. port of export. 
The wholesale price at Montreal, Canada, in March was 30.3 cents per pound, and 
at Sydney, Australia, 25.65 cents’ (p. 19, exhibit IV). 

“Market prices of imported blue mold cheese in the United States in the first 

half of 1951 before import controls were imposed were below prices of the domestic 

roduct. Subsequently the Danish Government fixed the prices at which Danish 

lue mold cheese could be offered to United States importers. Market prices in 
the United States of both domestic and imported blue cheese have shown (p. 
20, exhibit IV) substantial ranges in recent months. These ranges in prices have 
overlapped. For example, reported market prices in New York, Philadelphia, 
Chicago, and San Francisco, in the week ending April 17, 1953, ranged from 50 to 
79 cents per pound for domestie blue cheese and 60 to 72 cents for imported blue 
cheese. New York market prices ranged from 53 to 60 cents for domestic and 
60 to 65 cents for imported blue cheese”’ (p. 21, exhibit IV). 

“In recent months there have been substantial and somewhat similar ranges 
in prices of both domestic and imported Edam and Gouda cheeses in the United 
States. In the week ending April 17, 19538, the reported prices in New York 
(p. 21, exhibit IV), Philadelphia, Chicago, and San Francisco ranged from 48 to 
64 cents per pound for imported Edam cheese and 48 to 65 cents for domestic 
Edam cheese. Prices in New York were 48 to 62 cents for the imported and 48 
to 56 cents for the domestic Edam cheese. Reported prices of Gouda (baby size) 
in the 4 markets ranged from 57 to 74 cents for imported and 56 to 73 cents for 
domestic. Prices at New York were 63 to 74 cents for imported and 56 to 57 
cents for domestic Gouda” (p. 22, exhibit IV). 

“Prices of Edam and Gouda cheese in foreign markets are far below prices 
in the United States and they have declined in recent months. A reported 

rice per pound in the Netherlands for Gouda deelined from 27.26 cents in 

ecember to 23.06 cents in March while the price of Edam declined from 24.15 
to 21.15 cents” (p. 22, exhibit IV). 

“The main type of imported grating cheese in this category is Romano from 
Argentina which competes directly with domestically produced Romano and 
other grated cheeses. Prices of both the imported and domestic products have 
showed wide and generally somewhat similar ranges. Reported prices in New 
York, Philadelphia, Chicago and San Francisco in the week ended April 3, 1953, 
were 54 to 80 cents per pound for the imported and 56 to 75 cents for the domestic 
Romano. The ranges were the same in the New York market” (p. 23, exhibit IV). 

“Provoloni cheese imported from Italy is the principal imported table cheese 
of the Italian cow’s milk type. During World War II, Argentina shipped sub- 
stantial quantities of this cheese to the United States. As indicated above total 
cheese production in Argentina was reported up sharply in late 1952” (p. 23, 
exhibit IV). 

“Although prices in United States markets for imported Provoloni cheese 
have been above prices of the domestic product in recent months, they are 
similar in appearance and use and are competitive. Reported prices in New 
York, Philadelphia, Chicago, and San Francisco in the week ending April 17, 
1953, were 69 to 85 cents per pound for imported and 45 to 67 cents for domestic 
Provoloni cheese” (p. 23, exhibit IV). 

“Parmesano and Reggiano are the same variety of cheese although they are 
in different classifications for customs purposes. Parmesano is imported from 
Italy and Reggiano mostly from Argentina. Reported prices indicate that (p. 23, 
exhibit IV) prices in the United States for imported Parmesan cheese has been 
above prices of the domestic product in recent months. In the week ending 
April 17 the reported prices for New York, Chicago and San Francisco were 83 
cents to $1.01 per pound for imported Parmesano and 61 to 73 cents for the 
domestic product. The imported and domestic Parmesan cheeses are similar 
and they are competitive, although probably somewhat less so than most other 
varieties. Similar price data are not available for Reggiano cheese’’ (p. 24, 
exhibit IV). 

12. Competition between cheese varieties —At various times the argument has 
been advanced that imported cheeses and cheeses produced in the United States 
are not competitive. Two contentions are advanced in support of such a state- 
ment: First, that prices of imported cheeses are above prices of cheese produced 
in the United States, and second, that sales of imported cheeses do not affect 
the production of like cheeses in the United States. 
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In connection with this argument the following points should be noted: 

(a) Most types of cheese are used in different ways, while a few types have 
more limited uses. With about 400 cheeses described by the U. 8. Department 
of Agriculture it is a certainty that many of necessity Overlap in usage. 

(b) With arbitrary pricing of cheese in international trade being more common 
than uncommon and with United States import restrictions in effect it would be 
most surprising if imported cheese prices did not exeeed the prices of cheese 
produced in the United States. However, the United States Department of 
Agriculture’s price data, as above reported, only partially bear out this expectation. 

(c) If imported cheeses are not competitive with cheeses produced in the 
United States or if one variety is not readily substituted for the other, then it 
would follow that there would be a decrease in United States cheese consumption 
at any time when imported cheese supplies were reduced and the decrease in such 
cheese consumption would equal the full amount of the decrease in imports. 
Contrariwise at any time when imported cheese supplies were increased United 
States cheese production would not be affected and cheese consumption would be 
increased by the full amount of the increase in imports. 

A study of the data as to imports of cheese in the United States, United States 
consumption or disappearance and the United States production does not support 
these expectations. One must conelude, therefore, that the statement of non- 
competitiveness has little real significance. 

Attention is directed to the tables on imports, table 3, the table United States 
Cheese Consumption and Cheese Disappearance and the table, Blue and Roque- 
fort Cheese, U. 8S. Production and Imports. 

Referring to Swiss cheese, it should be noted that there was a reduction of 
about 8 million pounds in imports from 1939 to 1940, and a further reduction of 
about 6 million pounds from 1940 to 1941. United States cheese consumption or 
disappearance decreased 2 million pounds from 1939 to 1940 and changed not at 
all from 1940 to 1941. From 1946 to 1947 imports changed but little but con- 
sumption increased 17 million pounds. 

In the case of Italian cheese, it is to be noted that imports were reduced by about 
7 million pounds from 1939 to 1940 and was reduced an additional 6 million 
pounds from 1940 to 1941. However, United States consumption of Italian types 
decreased 2 million pounds from 1939 to 1940 and increased about 2 million 
pounds from 1940 to 1941. 

In the case of blue cheese, imports decreased 1.7 million pounds from 1939 to 
1940 and decreased 1.4 million pounds from 1941 to 1942. However, consumption 
increased 3.10 million pounds from 1939 to 1940 and decreased one million pounds 
from 1941 to 1942. 

It appears, therefore, that within any usual range, there is no evidence in pro- 
duction or consumption data to support the contention that imported cheeses are 
not competitive with similar varieties produced in the United States. This 
conclusion appears to have been reached by the United States Department of 
Agriculture in its May 4, 1953, statement to the United States Tariff Commission 
where it stated: 

“In general, imports of dairy products would swell the total supply of dairy 
products in the United States. Since consumption would be little, if any, larger, 
the increased supply would depress market prices of dairy products to or below 
prices equivalent to the support level for milk and butterfat, cause larger purchases 
of butter, cheddar cheese and nonfat dry-milk solids by the Department under 
the support program, intensify the disposal problem, and result in greater Govern- 
ment expenditures in carrying out the program. Also imports of certain dairy 

roducts would result in the processing of less milk into those products in the 

Inited States. This, in turn, would result in the processing of a larger propor- 
tion of the domestic milk supply into butter, cheddar cheese and nonfat dry milk 
solids for sale to the Department under the price support program’’ (p. 29, ex- 
hibit IV). 

13. Recently, there has been coined the catch phrase ‘“‘trade, not aid.’’ Those 
who advocate ‘‘trade, not aid’”’ infer that their proposal is based on the economic 
law of comparative advantage or in other words, that the trade shall be based 
on principles of free competition. It should be noted that free trade involving 
only the removal of such restrictive devices as tariffs and quotas is not free trade 
in the economic sense and it is very questionable whether only the removal of 
tariffs and quotas on the part of the United States would provide a reliable guide 
to the most efficient production of goods. Free trade in the economic sense 
involves not merely the removal of such barriers as tariffs or quotas but also in- 
volves such factors as free movement of capital and capital goods, free movement 
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of labor and free movement of gold. Fixed currency exchange rates, immigration 
quotas and restrictions on the flow of investment capital are some of the important 
factors which interfere with the working of the principle of comparat ive exchange. 
If those who advocate the principle of ‘trade, not aid” are doing so on the basis 
of the economic principle of comparative advantage, then many factors in addition 
to tariff rates or quotas need to be reviewed. To argue that there should be no 
factors interfering with the law of comparative advantage is to make of major 
importance an item which is of only minor importance compared with other 
conditions which are basic to free trade. 


Milk cows and milk production on farms, United States, 1930-52 


ere | Cows and | Heifers 1-2 | , | Cows and | Heifers 1-2 
| Milk pro- | heifers, 2 | Milk pro- 
| or s, years kept heifers, 2 | years kept 
Year duction | years-old | for milk Year duction | years old | "for milk 
| — and over ? | cows | and over ? cows 
| 
| | | 
Number per | Number per 
1,000 head 100 cows | 1,000 head | 100 cows 
1930___- 100, 158 23, 032 21.1 |] 1942....----- 118, 533 26, 313 22.4 
1931... 108, 029 23, 820 20.8.1) 117, O17 27, 138 22.4 
1932... 103, 810 24, 896, 20.2 1944... 117, 023 27, 704 22.9 
1933_... 104, 762 25, 936 20. 2 1945__.. 119, 828 27,770 22.7 
1934_._- | 101, 621 26, 931 20.0 || 1946... 117, 697 26, 521 21.7 
1935__.- 101, 205 26, 082 19.2 || 1947....----- 116, 814 25, 842 21.4 
1936 102, 410 25, 196 18.9 |} 1948_...------ 112, 671 24,615 22.5 
1937 101, 908 24, 649 19.9 |} 1949_...----- 116, .08 23, 812 22.3 
1938 | 105, 807 24, 466 19.7 1950___- 116, 602 23, 853 22. 6 
1939_._- 106, 792 24, 600 20.8 1951___. 114, 841 23, 722 23. 2 
1940_...- | 109, 412 24, 940 22.3 ) —a 115, 117 23, 369 24.5 
1941... 115, 088 25, 453 93.3 || 23, 996 24.9 


1 Excludes milk produced by cows not on farms. 
2Jan. 1. 


Source: Compiled from reports of the U.S. Department of Agriculture, Bureau of Agricultural Economics. 


Cheese: Quantities manufactured in the United States 1931 to 1952 
(Quantities in 1,000 pounds] 


| | | Bad. | | BI | All 
1 anc ue 
Period Whole | Part | name Musn- = Cream | mold | Italian | other Total 

milk | skim | cad 

| | | | 
374,648 | 3,108 | 28,234 | 35,484 | 8, 508 7 3,493 | 4,851 | 491, 963 
370.743 | 3,319 | 25, 533 | 36,973 | 7,897 3705 | 4.010 | 483,87 
408, 631 | 6,338 40, 287 | 36,057 | 9, 469 4, 759 | 4, O76 543, 055 
435,491 | 5.500 | 39,449 | 38,447 | 9, 425 5,517 | 4,676 | 579, 013 
468,999 | 6,564 | 42,622 | 37,522 | 9, 535 10,628 | 5,890 | 620,731 
487,576 | 4,794 | 40,078 | 38,081 \11, 982 11,361 | 7,234 | 641, 554 
592,041 | 4,794 | 41,504 | 35,643 | 8, 165 13,520 | 9,171 | 648, 825 
560, 543 | 5,825 | 43,084 | 34,995 | 9,307 16,461 | 11,055 | 725,325 
537,208 | 4,247 | 42,631 | 34,969 | 8,971 20,509 | 11,941 | 708, 527 
602, 700 | 3,800 | 48,659 | 34,328 | 198 | 25,002 | 11,440 | 785, 490 


| 


, 798 | 8, 441 

765,089 | 4,670 | 45,626 | 27,978 | 6, 653 43,003 | 21,7: 993, 
804,787 | 2,248 | 45,571 | 27,4385 | 7, 510 41, 721 | 20,659 | 1,017, 206 
875,084 | 1,098 | ; 14, 756 | 8, 777 64,628 | 25,627 | 1,116, 772 
| 801, 264 2,696 | 55,695 | 17,678 | 9, 548 75, 388 | 52,824 | 1, 105, 347 
| 982,718 | 4,906 | 71,612 | 26, 533 | 7, 753 | 38,100 | 24,241 | 1, 182, 946 
854, 447 | 3,987 | 70,665 | 26,506 | 7,358 | 43, 579 | 25,719 | 1,098, 366 
SF taeen oS ae” 935, 206 | 769 | 81,043 | 30,376 | 7, 180 | 54,863 | 23,369 | 1, 199, 442 
i | 892, 706 | 2,319 | 99, 483 30,148 6, 003 7 | 61, 704 | 22,714 | 1,191, 487 
rere | 873, 080 888 | 92,049 | 31,880 | 6,539 | 73,563 | 5,451 | 57, 215 | 20,261 | 1, 160, 926 
( | 870,435 | (3) | 104, 535 | 35,970 | 6,245 | 78,045 | 11,215 | 63,390 25,380 | 1,195, 215 

| | | | 


1 Neufchatel cheese included for 1943 and following years. 
2 Prior to 1943 included in ‘*All other’’ varieties. 
3 Included in “All other.” 


Compiled from reports of the U. 8. Department of Agriculture. 


1931 
1932 
1933 
1934 
1985 
1936 
1937 
1938 
1939 
1940 
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Cheese: United States imports for consumption, by variety, 1931 to date 


[1,000 pounds] 
| Swiss 
| (Emen- | Edam | | 
Calendar year thaler Blue /Cheddar*) and Goya! Provolone, Prevo- 
| “and | Mold: | lette |Reggiano 
Gruyére) 
} 18,675 |_. $8,508; | 7 
aero 10, 728 |.. 5 6, 465 (6) ? 
6, 819 56,952 | (6) 79 
| 8,029 1,818 | 10,846 4, 168 | 85,175} (8) 
13, 147 3, 660 | 4, 726 5, 483 | | (6) ? 
13, 317 3,377 | 1,818 4, 162 55,110} (6) ? 
| 14,141 3,265 | 6, 352 2,815 | 83,902] (6) 
/., eee | 5, 794 1,650 | 635 | 1,118 -| $1,310 (8) ? 
| 1,105 | 1,695 | 332 | 713 33 | 109 | (8) 
era 223 291 6, 832 | 561 107 | 253 1... 
| 1,033 | 618 | 66 | 2,155 1,776 | 
| 1, 047 | 200 | 60 1,154 qm) 703 | 
1945. 62 | 17 | 343 | 1, 864 0 1, 062 2 
re sl 539 | 1} 20 | 927 0 245 | 
766 1 | 21 | 441 0 | 
1948. ._...- 3, 218 | 977 | 1 | 833 8 | 566 | 6 
| 8.412} 3.492] 13,.293| 3,756 0} 1,207 | 53 
| 9.473| 5,050! 12071! 4,334 0| 2503 | 60 
| 10,342] 3,022 | 6,525 | 3, 585 | | 
| Sheep’s 
Calendar year Parmesan, Romano | Pecorino | | Sbrinz’ 
| grating ¢ 
=| 3,145 60, 809 
(19) 3, 203 | 53, 638 
(°) 2, 298 | 76 | 49, 497 
(19) 2, 578 47, 533 
(ie) 1, 999 48, 933 
| 29447 59, 849 
2,401 
(10) 2, 974 
(10) 1, 584 
(30) 0 669 
44 0 6, 564 
292 0 8, 939 
3 0 1, 289 
50 (#1) 
627 297 1, 647 
1, 378 408 S12 
4, 459 852 | G15 
3, 336 1, 394 1, 375 
2, 445 1, 641 1, 518 9, 503 
265 1, 688 THR 9, 260 | 
(13) 1,815 385 | 1912, 715 


1 Prior to June 15, 1936, included in ‘Other cheese”’. 
2 Prior to 1936 included in Other cheese*. 

3 Prior to Nov. 15, 1941, included in ‘‘Other cheese’’. 
4 Prior to May 30, 1950, included in Pecorino. 

5 Includes Provolette. 

6 Included in Provolone. 
7 Includes Parmesan. 

§ Included in Reggiano. 


§ Includes Pecorino. 


1 Included in Romano. 
li Less than 500 pounds. 


2 Preliminary. 


13 Includes Pecorino. 


Source: Program and Analysis Division, USDA. 


United States tariff rates on cheese } 
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Rates includ- | Rates includ- 
oo of Rates as of 1945| ing Annecy ing Torquay 
changes ? changes 3 
Variety and description Mini- Mini- Mini- Mini- 
Cents | mum | Cents | mum | Cents | mum | Cents | mum 
per | ad va- per | ad va- per | ad va- per | ad va- 
pound | lorem | pound | lorem | pound | lorem | pound | lorem 
percent percent percent percent 
Blue mold, in original loaves_______- 7 35 5 25 3 15 3 15 
Bryndza, in casks, barrels, or hogs- 

heads weighing with contents over 

900 pounds e@th..<.......-........ 7 35 7 35 314 174% 34 174 
Cheddar: 

Not processed except by division 
7 35 4 25 34 174% 3 15 
Otherwise processed eee 7 35 7 35 25 5 20 
Edam and Gouda: 
40-percent or more butterfat___ _- 7 35 5 25 31g 15 3 15 
Less than 40-percent butterfat___ 7 35 5 25 5 25 5 20 
Goya: in original loaves. -_..-....._-- 7 35 5 25 5 25 5 25 
Gruyere, process 7 35 5 20 5 20 5 20 
Provolette ‘ 7 35 - 5 35 5 25 5 20 
Romano, Reggiano, Parmesan and 

Provolone, in original loaves_____.- 7 35 5 25 5 25 5 20 
Roquefort, in original loaves_____.__- 7 35 5 25 3 15 3 15 
Sbrinz, in original loaves _ —__- 7 35 5 25 5 25 5 25 
Shee™s’-milk cheese for grating, in 

eae 7 35 7 35 314 17% 344 174% 
Pecorino, in original loaves_________- 7| 35 5 25 3 17% 34 1744 
Pecorino, in original loaves, not suit- 

7 35 5 25 5 25 5 20 
Swiss or Emmenthaler_-_____-.-...- 7 35 5 20 5 20 5 20 
Other cheese and substitutes_-______- 7 35 7 35 5 25 5 20 

1 Other than Cuba and Philippine Republic. 


2 Includes changes as formulated at Annecy, France, in 1949, mostly effective in 1950. 
3 Includes changes as proposed in tentative agreements formulated at Torquay, England, in 1950-51. 


Compiled from reports of the U. 8S. Department of Agriculture, 


United States cheese consumption or disappearance,! by specified varieties, 1931-51 
[Million pounds} 
AN | Ameri- All 
Year Swiss? | ster,and|  vari- Cream 
cheese can other § 
burger 3 

555 383 43 43 31 34 22 
546 374 43 46 29 32 22 
565 393 47 45 26 33 20 
613 426 50 48 29 40 iy 
668 476 49 48 35 39 22 
688 492 49 49 34 40 24 
712 f 54 45 36 44 28 
759 551 55 44 39 44 27 
77 558 87 43 42 48 25 
791 577 55 43 40 51 26 
780 574 55 39 42 50 19 
843 624 56 38 42 48 36 
637 395 49 35 54 70 32 
624 393 47 35 46 60 41 
861 622 50 24 68 67 37 
930 637 55 27 92 7 55 
9x9 743 72 35 44 67 47 
1, 005 751 3 34 58 57 40 
1, 076 785 88 38 69 58 40 
1, 157 828 105 36 82 69 43 
1, 093 762 107 34 77 70 45 


1 Reported as domestic civilian disappearance for ‘All cheese” and ‘‘American cheese”’ and as domestic 
disappearance for ‘“‘All other’ varieties. 
2 Imports i iclude swiss and Gruyére. 

3 Stocks of Limburger included in ‘All other sree ee inning July 1, 1944; stocks of Brick and Muen- 
47. 


ster included in “All other varieties” 


beginning July 1 


4 .mj) orts include Romano or Pecorino, Reggiano or Parmesan, Provolone and Provolette. 
§Pr tion includes Blue Mold; imports include Roquefort, Edam or Gouda, Blue Mold, Bryndza, 
Sbrinz, Goya « « all other varieties not reported separately. 


Compiled as follows: Years 1931-49, USDA-BAE Statistical Bulletin No. 100, June 1951; years 1950 and 


1951 USDA-BAE, The Dairy Situation, May-June 1952. 
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Blue and Roquefort cheese: United States production and imports, 1937-52 


[1,000,000 pounds] 


Blue cheese } Total Blue 


Year and Roque- 
| | | imports 

| Production Imports Total | 7 fort 
| 0.5 3.7 | 42 24 66 
.8 | 3.4 | 4.2 2.4 | 6.6 
1.5 a3 4.8 | 3.0 7.8 
3.5 1.6 5.1 | 1.6 | 6.7 
| 6.0 | 1.7 | 7.7 | | 7% 
| 6.4 | | 6.7 | 0 | 6.7 
| 8.0 | .6 | 8.6 | | 8.6 
6.8 -3 7.1 0 7.1 
9.8 | | 98 | 0 9.8 
10.6 0 10.6 | .4 11.0 
| 9.3 | 1.0 10.3 9 11.2 
| 8.1 | 1.3 9.4 1.4 10.8 
7.7 | 35 1.2 1.6 12.8 
5.5 | 5. 0 10.5 1.7 | 12.2 
11.2 3.0 14.2 1.8 | 16.0 


Compiled from reports of the U. S. Department of Agriculture, except that the data as to production of 
blue cheese in the United States for the years 1937-42 are as revorted in the transeript of hearing on the 
Proposals To Amend the Existing Standards of Identity for Cheddar Cheese, ete.— Federal Security Agency, 
Apr. 22, 1947. 


Mr. Gaumnitz. My name is E. W. Gaumnitz. I am executive 
secretary of the National Cheese Institute, with offices at 110 North 
Franklin, Chicago, Ill. The National Cheese Institute is a nonprofit 
corporation, whose members include manufacturers of cheese and 
process cheese and manufacturers, assemblers, importers, wholesalers, 
and distributors of all types of cheese. Its members manufacture 
over 50 percent of the cheese produced in the United States and dis- 
tribute between 80 and 90 percent of all the cheese distributed in the 
United States. 

Mr. Gamsxe. That includes imports, too? 

Mr. Gaumnirz. That is correct. We believe that under present 
conditions, both international and within the United States, positive, 
quantitative import controls are necessary in dairy products, and 
that the necessary statutory authority should involve a minimum of 
discretion. 

The National Cheese Institute, therefore, support the enactment or 
continuation of section 104, as originally enacted in 1951. 

I do not propose to go through the statement. I believe Congress- 
man Andresen this morning made a very excellent overall statement. 
In the statement which I have prepared, I have covered such things 
as the statistics of milk production, cow numbers, merely pointing 
out that it is anticipated that milk production is likely to rise rather 
than continue its downswing. 

I have also placed in the brief a statement of the production of the 
various types of cheese in the United States and that is a matter of 
record. 

The production of cheese, butter, and dry milk, I believe, are very 
largely influenced in any 1 year, of course, by the total quantity of 
milk produced, and that in turn is very largely dependent on relative 
prices. That same thing holds true as between varieties of cheese. 

I have also included in the statement the import of cheese by 
varieties, for about 20 years. The previous witnesses had indicated 


i 
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_~ exports are negligible, except in times of war, or periods following 
the war. 

It has also been already pointed out that tariff rates at the present 
time are at about 50 percent of the level existing in 1950. 

I have a detailed statement with reference to the rates on cheese, 
which I have included. 

Congressman Andresen touched on the matter of currency devalua- 
tion. I again have only pointed out that that factor is one of im- 
portance in this situation. 

He also made note of what he called, or what I have called, arbi- 
trary pricing. He pointed out, I believe, that international trade at 
the present time, as we see it, it in no sense free trade. It is restricted 
in one form or another. Probably we are farther from free trade 
today that we have been for 30, 40, or 50 years. 

Mr. Tat.e. It is not difficult to enumerate a dozen different varieties 
of restrictions. 

Mr. Gavumrrrz. Yes, sir. One very important one certainly is 
exchange control. It doesn’t appear under the guise of tariff restric- 
tion or quantitative restriction. It appears under the guise of not 
being able to use money. 

The matter of international trade in cheese has been touched very 
briefly. I think it is only necessary to say that there are some 700 
million pounds of cheese which move between countries. Inter- 
national trade is around 700 million pounds per year. It doesn’t 
take much of the stretch of the imagination to figure that we might 
very easily get one, two or three hundred million pounds of cheese, 
were there no restrictions on imports. That might not happen in 
the next month or two months, but over a period it is practically 
certain under present conditions that it would happen. 

Mr. Gamsuie. Take last year, for instance, under this 104. What 
is the proportion of imports into the United States of cheese as against 
total output of cheese by the United States manufacturer? Do you 
happen to know? Maybe it is included here? 

Mr. Gaumnirz. It is included in my statement. Production of 
cheese in the United States annually runs about 1,200,000,000 
pounds per year. That is exclusive of cottage cheese. 

Imports in the thirties ranged from 50 to 60 million pounds, and 
imports in the last 2 years have ranged around 45 to 55 million 

ounds. It is not large as a percentage of total cheese production. 

t is, however, large in terms of particular varieties of cheese. I 
have pointed that out in my statement. 

In the case of blue cheese, for example, imports have gotten up as 
high as 50 percent of the total blue manufacture in the United States. 
In the case of certain of the Italian cheese types, around the same 
figure, close to 40 or 50 percent. 

Mr. Gamsue. That is in that schedule, too, I think. 

Mr. Gaumnirz. Yes, sir. The support-prices situation has al- 
ready been covered. I will take no time with it. 

Now, it is to be noted that, in connection with import controls, 
the statement has been made that section 104 is arbitrary; that there 
is no leeway. 

I would merely like to draw attention of the committee to the fact 
that, under section 104, imports of butter, butter oil, and non-fat 
dry-milk solids have been prohibited. However, all types and 
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varieties of cheese were subject to import controls at times, but on 
July 3, 1952, import controls were removed from Swiss cheese, pro- 
cessed Gruyére cheese, Roquefort, and certain miscellaneous types, 
and imports of certain other varieties were at different levels. 

My point is that apparently there is considerable latitude under 104 
as it has been administered. It is difficult to me, therefore, to follow 
the argument that 104 has no discretion involved in it. 

In that same connection, and I think it has been covered, but I 
would like to investigate it, it has been stated that everything that is 
done under 104 could be done under section 22. As has been pointed 
out, under section 22, the limitation can go to 50 percent of the quan- 
tity imported in a representative period. Now, obviously, it could 
not reach zero then unless the representative period were zero. So, 
it is not the same. 

In that connection, it is interesting to note that the Department of 
Agriculture, in an appearance before the Tariff Commission, I believe, 
the forepart of this month, proposed that under section 22 there be 
allowed to be imported 50 percent of the average imports in the 
representative period, which amounted to 741,000 pounds, as opposed 
to a complete embargo as at the present time. 

It is just to illustrate the fact that under 22 there is not quite the 
leeway which there is under section 104. 

There was some information presented, I believe, by both Mr. Reed 
and Mr. Andresen with reference to the prices of imported dairy 
products. Again, referring to the statement of the Department of 
Agriculture before the Tariff Commission, and I have ineluded it in 
my statement on pages 4 and 5, the Department presented some 
figures as to butter prices in the United States and calculated prices 
in foreign countries, and did the same thing for a number of varieties 
of cheese. 

It is to be noted that in some cases it is quite clear that prices in the 
United States are such as to attract imports, where there are no 
restrictions. 

In some of the varieties of cheeses there was an overlapping. I 
have also put in a section on competition between cheese varieties. 
We always seem to have that problem up in most any of the commit- 
tees. Our general position is that most dairy products are inter- 
changeable. Milk is going to flow to the end product which is attrac- 
tively priced; or, to put it the other way, we say milk is interchange- 
able between uses. It will either go to fluid to butter to cheese, 
depending upon relative prices and what the outlet is. 

By and large, that same thing happens as between types of cheese 
and, by and large, the types of cheeses are competitive. 

On the top of page 7, I have noted on this question of competitive- 
ness, under “‘C”’ about the 50th line down, if imported cheeses are not 
competitive with chesses produced in the United States, or if one va- 
riety is not readily substituted for the other, then it would follow 
that there would be a decrease in United States cheese consumption 
at any time when imported cheese supplies were reduced, and the 
decrease in such cheese consumption would equal the full amount of 
the decrease in imports. 

Contrarywise, at any time when imported cheese supplies were 
increased, the United States cheese production would not be affected, 


| 
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and cheese consumption would be increased by the full amount of the 
increase in imports. 

I have presented some tables which I will not go through, to show 
that, to all intents and purposes, what one would expect to have 
happen did not happen during the war period when cheese imports 
were materially reduced. 

One further note as to this general question of free trade. We have 
this phrase ‘trade, not aid,’’ and those who advocate that policy infer 
that their proposal is based on the economic law of comparative 
advantage, or, in other words, that the trade shall be based on prin- 
ciples of free competition. 

It should be noted that free trade involving only the removing of 
such restrictive devices as tariffs and quotas 1s rot free trade in the 
economic sense, and it is very questionable whether only removal of 
tariffs and quotas on the part of the United States would provide a 
reliable guide to the most efficient production of goods. Free trade 
in the economic sense involves rot merely the removal of such bartiers 
as tariffs or quotas but also involves such factors as free movement of 
capital and capital goods, free movement of gold. Fixed currency 
exchange rates, immigration quotas and restrictions on the flow of 
investment capital are some of the important factors which enter or 
interfere with the workings of the principle of comparative advantage. 
If those who advocate the principle of ‘Trade, not aid” are doing so 
on the basis of the economic principle of the comparative advantage, 
then many factors in addition to tariff rates or quotas need to be 
reviewed. 

To argue that there should be no factors interfering with the law of 
comparative advantage is to make of major importance an item which 
is of only minor importance, compared with other conditions which 
are basic to free trade. 

Mr. Gamsue. Dr. Talle, have you any questions? 

Mr. Tautie. No, Mr. Chairman, except to say that I think it is a 
very good statement and I am glad you brought out and emphasized 
this last point, Mr. Gaumnitz, because it is held up to us as Members 
of Congress that if there is anything that is important in obstructing 
trade internationally it is the tariff, whereas very clearly there are so 
many other devices employed for controlling trade that I think foreign 
nations should be slow to criticize us because all they have to do is 
lift the curtain a little bit and look at their own practices. Many 
foreign nations have a great variety of devices that are obstacles to 
trade. The tariff is only one device. 

Mr. Gaumnitz. I think that is correct, sir. 

I would like to make one more comment, Mr. Chairman. 

One of the gentlemen noted or raised the question—TI think he 
stated it this way—as long as the Government is purchasing butter, 
cheese, and nonfat, what difference does it make whether we control 
imports or not, and it seems to me there are at least two answers to 
that. On the one side certainly there is the tax question, or the money 
question; secondly, there is the question, what will happen to the sup- 
port program in that event? Then, thirdly, the supports go to 
Cheddar cheese, butter, and nonfat dry-milk solids. The supports 
do not go to other types of cheese, and, therefore, in the cheese busi- 
ness we are faced with an uncertainty. It doesn’t help a blue-cheese 
manufacturer or Italian-cheese manufacturer to know he can make 
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Cheddar cheese. That isn’t the business and that isn’t what his 
factory is set up to make. It is a different product. So, therefore, 
the manufacturers of all of the other types at this time are seriously 
concerned. They are faced with a very simple question: Do they 
stay in business or get out? 

Mr. GamBie. Why that differentiation between the types? Is that 
by Executive order or something of that sort? It isn’t the law itself, 
is it? 

Mr. Gaumnirz. No. The law merely says that the Department 
shall support the price of milk and butterfats and products thereof, 
through loans, purchases, or other means. The Department has 
chosen to support it in, I think, as simple a way as possible, taking 
butter, cheese, and nonfat dry-milk solids. 

Now, the reason—milk generally is interchangeable as to outlets— 
and, by buying butter and nonfat and cheese, it was assumed that all 
prices would be supported. In other words, the manufacturers of 
Italian cheese, for example, if they couldn’t sell Italian cheese and pay 
the competitive price, would release the milk. It would go into 
Cheddar cheese. Prices to producers would be maintained. It is 
a simple and easier way of domg it and without getting into all of the 
numerous varieties, some of which would be very difficult to handle 
from a storage standpoint. 

I think fhe same thing perhaps explains why evaporated milk, 
for example, isn’t supported. It could be, but it is purely diseretion- 
ary on the part of the Department as to the means used. The purpose 
is clear, and | think the purpose is being accomplished, and the choice 
of the method is a matter of indifference. You could buy any one of 
several products and have the same effect. 

Mr. Gamsuie. Mr. O'Hara, have you any questions? 

Mr. O'Hara. Merely a comment, Mr. Chairman. 

1 do not know whether Dr. Gaumnitz is a constituent of Mr. 
MeVey’s or of mine or of some other member from Chicago, but I 
have been much impressed by his scholarly presentation of the subject. 
At this stage I am merely a student here. The committee and chair- 
man were very gracious to me when urban problems were before the 
committee. 1 know little of the agricultural problems. I am here 
listening and you have impressed me deeply, sir, by your most intelli- 
gent presentment of your facts and of your viewpoints. 

Mr. GamsBuie. Wouldn’t you expect that of a scholar coming from 
Chicago? 

Mr. O’Hara. I think, Mr. Chairman, that moved me to make the 
remark that I did. 

Mr. Gamste. suspected that. 

Mr. O’Hara. The gentleman has deepened my respect for Chicago 
ability. 

Mr. Gamste. I think it is a very excellent paper. 

Mr. Betts, do you have any questions? 

Mr. Berts. I would just like to ask this one question: I assume the 
dairy industry is satisfied with nothing less than section 104, is that 
carrect? 

Mr. Gaumnirz. I would put it this way, sir: The dairy industry 
has had experience with 104, and feels that it knows about where it 
stands under section 104. Under section 22, frankly, the industry 
doesn’t have—I will say only for my own group—we don’t know where 
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we are under section 22. There has been a tariff hearing. Pre- 
sumably the Tariff Commission will change its report at the end of 
this month. Then the report—it may be favorable or unfavorable, 
I haven’t the least idea—it will then go to the President. The 
President may or may not take action. Meanwhile, our people are 
making cheese, and the cheese will not be sold, a lot of it, until well 
after July. What do they do? 

Mr. Berrs. I am not arguing. I am simply trying to boil it down 
to this: The dairy interests, really, to them, it is section 104 or 
nothing? 

Mr. Gaumnirz. No, I would say we like 104 better than anything 
else because we know about it and have had experience with it. Our 
experience under 22 has not been very happy. 

Mr. Berrs. Do you mean by that that you could accept 22 if it 
were changed? 

Mr. Gaumnirz. If 22 were modified, and if the outcome were the 
same, certainly we wouldn't object. 

Mr. Bers. It would have to be modified so it would be practically 
the same as 104. 

Mr. Gaumnirz. Yes. 

Mr. Berts. So it is 104 or nothing? 

Mr. Gaumnirz. Again, what I thought I covered in the earlier part 
of my statement, as far as I can see and judging under the administra- 
tion of 104, there is just as much leeway under 104. It can go from 
zero to wide open; 104 is flexible. Under 22 there isn’t quite that 
much leeway, as a matter of fact; 22, there may be restrictions which 
reduce up to 50 percent. Now, in the case of, well, Cheddar cheese, 
it looks a little odd, I would say, to import Cheddar ceese at the time 
when the Government is purchasing Cheddar cheese. It is the iden- 
tical product. 

Mr. Berrs. I was just thinking, this is the second hearing we have 
had on this. Last vear I think you were here, too. We had the 
same argument. 

Mr. Gaumnirz. That is right. 

Mr. Beris. The objection to the tariff adjustment was it took too 
long and there was too much effort and delegation to the President, 
and so forth, so we are right back where we started last year. If we 
continue another year, is there any assurance that it will be any better? 
What I have in mind is something that Mr. Merrill was asking: 
Doesn't the industry itself have enough experts that this thing could 
be ironed out? Not that we want to shun our duties at all, but it 
would be helpful to us, if in the years since you last appeared, industry 
could have gotten together, and ironed out the discrepancies, in 
which they got rid of bad points, in section 22, That is what I have 
in mind. Are we going to have this every year or is there some 
assurance if we did continue it there would be some solution of the 
problem? 

Mr. Gaumnirz. As I think one of you gentlemen pointed out, I 
think this problem is much more complicated and a lot of other people 
think it is. 

Mr. Berts. I have already said that, too. 

Mr. Gavumnirz. We are always faced —we are in the dairy industry 
faced-——not only with the situation within dairying but the setting. 
That is, the rest of the economic setting. As has been noted by con- 
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gressional edict, prices of certain of the so-called basic commodities 
are at 90 percent of parity for 2 years. That looks to be an inconsis- 
tency. 

In working out a dairy program, is it to be worked in the light of a 
90-percent proposal, in the case of feed crops, certain of them? 

Again we have a number of regulations in other fields which also 
affect dairy products. What I am trying to say the particular setting 
at the time is going to have a lot to do with what kind of a program 
can be developed. [ think this group that has agreed to come up with 
a program, self-help, and so forth, and do it within a year is taking on a 
job. 

Mr. Berrs. That is all. 

The Cuarrman. Are there further questions? 

Mr. Merrit. Mr. Chairman, on this problem, which I have been 
getting, the big difference between 22 and 104 is in 22 you can have an 
absolute prohibition, complete embargo? 

Mr. Gaumnirz. The other way around. 

Mr. Merrity. In 104 vou get complete embargo, whereas in 22 the 
minimum vou can permit to be brought in is 50 percent of the imports 
over a certain base period? 

Mr. Gaumnirz. That is right. 

Mr. Merritu. Then actually so far as the dairy industry is con- 
cerned, then the only difference between the two would be this fact 
that under 22 the Government might have to purchase, in addition to 
what it would normally purchase, an additional amount equivalent to 
50 percent of whatever the base period imports might be. Isn’t that 
right? 

Mr. Gaumnirz. That is part of it. The principal objection, I 
think, goes to another score, really. It goes to the point that under 
104, at least experience under 104, has been such that the industry 
thinks it knows about where it stands, what to expect. 

Under section 22, the industry hasn’t the slightest idea what will 
happen. 

Mr. Merritu. Of course, I can see from your point of view—I hope 
you can see I would be the happiest man in the world if I could vote 
for 104 with a clear conscience—but we get back then to this problem, 
that you folks are saying that we are comfortable where we are, where 
maybe the total agricultural picture would require that we all take a 
little bit of risk in the hope of being better able to solve the total 
problem. 

Mr. Gaumnirz. It might be. 

Mr. Merritt. So it might be a little bit unreasonable for the dairy 
industry to say, ‘‘We know where we are now, and therefore we want 
to impose upon the Department of Agriculture a program which the 
Department itself is saving, we are confident will handicap us, in the 
solution of the total problem.’ Do you see what is making me sweat? 


Mr. Gavumnirz. I think Ido. One of the things that bothers me— 
I don’t know whether it is the Department of Agriculture that is con- 
cerned about 104 or whether it is some other branch of the Government 
that is concerned. 

Mr. Merritu. That may be true. It is too complicated for me, 
too. Would you say ordinarily the big risk that would be run would 
be that maybe we are putting ourselves in for buying an amount 
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equal to imports, in addition to what we would ordinarily buy to 
support the price? 

Mr. Gaumnirz. That is right. 

Mr. Merrit. By the additional amount that would be imported. 

Mr. Gaumnirz. That is right. 

Mr. Merritt. That would be comparatively small, wouldn’t it? 
I mean when we think in the terms of the money that we are going to 
be asked to pour into foreign aid to keep an economy stable overseas, 
that little bit extra we would have to pour in to buy that additional 
export under 22, it wouldn’t be very much money. 

Mr. Gaumnirz. In comparison to the total foreign-aid bill, it would 
be very small. 

Mr. Merrity. Isn’t there something to this: I am getting over to 
this point: Isn’t there something to this, that as we look at the total 
program of imports from foreign countries, and as we are trying to 
help stabilize an economy overseas as well as here, that is what we 
are doing—we are committed to it—isn’t it possible that we could 
wreck an economy by this year saying to Denmark, to take an example, 
“We are going to cut you off completely. You can’t export a single 
dollar to America this year. Next year you can export a million 
a And then again the year after that, “‘ You can’t import a 

ime.” 

There is some argument for saying, in the case of Denmark, some 
reasonable import, even though at times it adds a little bit to our 
agricultural support bill? I mean when we look at the total picture 
of what America is trying to do overseas, whether we agree to it or 
not, we are committed to that sort of thing for a time at least. Do 
you see what I am trying to say? 

Mr. Gaumnirz. Ithinkso. I should say this: In the case of cheese, 
we do not advocate embargo. Our interest in cheese is more a matter 
of a reasonable stability, rather than swinging all the way from a 
wide open market to one which is 

Mr. Merritt. Completely shut out. Then 22 would serve your 
purpose. 

Mr. Gaumnirz. Any act will serve our purpose which accomplishes 
what I am pointing out and we would, of course, like to have it on a 
longer time basis. 

We dislike as much anybody else having to appear, or coming before 
committees, however pleasant that may be, 3 and 4 and 5 times a year; 
even under section 104, going back to 1951, I don’t know how many 
trips were made to Washington in connection with the administration 
of 104, and in appearances before the Congress, various committees 
of Congress. 

Mr. Merritt. You can’t operate a successful business based upon 
what we are going to guess here every year, can you? 

Mr. Gaumnirz. It is a very difficult thing. 

Mr. Merritt. Then as I understand it from your viewpoint you 
don’t want the embargo idea, do you? 

Mr. Gaumnirz. No. We would not advocate an embargo in the 
case of cheese. 

Mr. Merrity. So then the basic additional protection that 104 
gives, namely, the power to impose an embargo is something that 
cheese doesn’t want? 

Mr. Gaumnitz. That is correct. 
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Mr. Merrit. So you would then, in all probability you would be 
completely satisfied with 22. It is just that you are just not abso- 
lutely as sure of that as you would be. 

Mr. Gaumnirz. We are not even sure under 22 that anything could 
be done. 

Mr. Yes. 

Mr. Gaumnirz. We have no history of any action under 22. 

Mr. Merrit. As you look at it the machinery is there in 22 to 
give cheese all the protection it wants? 

Mr. Gavumnirz. The machinery is there as I read the law. 

Mr. Merritt. Thank you, sir. 

Mr. Gaumnirz. But you see, while the act says certain things the 
President may do something else. 

Mr. Merritu. Again, didn’t you say fhat there was just as much 
discretion within 104 as there is in 22? 

Mr. Gaumnirz. No. I say as 104 has been administered, it has 
ranged all the way from a complete embargo to no action whatsoever. 

Mr. Merrity. The part of that, if | understand, was just ignoring 
the law, wasn’t ‘t? 

Mr. Gaumnirz. I suppose that is a matter of interpretation. 

Mr. Merrinu. I don’t know either. 

Mr. Gaumnirz. Under the other, it is true that following the statute, 
section 22, certain things are provided, but after the Tariff Commission 
has made its finding the President may or may not accept those 
recommendations. 

Mr. Merritu. Thank you. 

The CHarrman. All right. Thank you. 

We are running a little late. We have five more witnesses we 
have got to finish up tonight if it is at all possible, so I hope we can 
expedite it as much as possible. 

Mr. Fifer. 


STATEMENT OF RUSSELL FIFER, AMERICAN BUTTER INSTITUTE, 
CHICAGO, ILL, 


Mr. Firer. Mr. Chairman, gentlemen of the committee, my name 
is Russell Fifer, executive secretary of the American Butter Institute, 
a national distributor of butter and butter products located at 110 
North Franklin Street, Chicago, I. Members of the American 
Butter Institute are located in over 40 States of the United States 
and process approximately 40 percent of the total creamery butter 
manufactured. These members also distribute about 75 percent of 
all the creamery butter produced in the United States. 

I might say, Mr. Chairman, and committee members, | am going 
to keep my statement brief. I would like the privilege of filing the 
entire statement. 

The Cuarrman. It may be done. 

(The statement referred to is as follows:) 


SraTeMENT oF Russet Firer, AMERICAN Burrer Instirure, Cuicaco, 


Mr. Chairman and gentlemen of the committee, thank you for the privilege 
of appearing before your committee to state the position of the American Butter 
Institute with regard to the great need for properly controlling the importation 
of butter and other dairy products into this country. The dairy industry is a 
most important segment of the American agricultural economy, and we contend 
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that any severe shock to dairying will result in serious consequence for the entire 
economy—agriculture and business. My testimony will be quite brief and will 
not contain many statistics because other witnesses from the dairy industry will 
present this information. 

My name is Russell Fifer. I am executive secretary of the American Butter 
Institute, a national! trade association of butter manufacturers and distributors 
located at 110 North Franklin Street, Chicago, Ill. Members of the American 
Butter Institute are located in over 40 States of the United States and process 
approximately 40 percent of the total creamery butter manufactured. These 
members also distribute about 75 percent of all the creamery butter produced 
in the United States. 

Since World War IT there have been two major developments which, in absence 
of legislative relief, have competely nullified the protection historically granted 
to the butter and dairy industry: 

1. The 50 percent cut in the duty of 14 cents down to 7 cents per pound for the 
first 60 million pounds of foreign butter admitted per year; and 

2. The progressive devaluation of sterling bloe currency by 42 percent in terms 
of the United States dollar. 

The effect of the latter can be illustrated by the present agreement between New 
Zealand and the United Kingdom. On the basis of the United Kingdom pound 
sterling, worth $2.80, New Zealand realizes 39.25 cents per pound f. 0, b. steamer 
for her butter. New Zealand can, therefore, put butter down in New York for 
about 44 cents per pound before duty and 51 cents per pound, duty paid. It must 
also be remembered that the butter production has been on the increase in New 
Zealand during recent years. 

If New Zealand was still being paid in British pounds, worth $4.86 American 
dollars, her butter would be worth 67" cents f. 0. b. steamer, which would mean 72 
cents landed in New York If the old duty of 14 cents still applied, it would mean 
86 cents duty paid butter, a price not too far out of line with a level which would 
be reasonably protective to the domestic producer. 

In other words, United States butter prices are not out of line. The unbalanced 
international payments ledger of the United Kingdom plus the arbitrary cut in the 
protective tariff have combined to expose the domestic butter market to the world 
market. Why was the protective tariff on butter cut in half when the differential 
between the domestic and foreign price of butter increased threefold? 

Summarizing this point, it can be explained that the 14 cent duty applied during 
the period of 1935-39 when the average price of butter wholesale Chicago was 
28 cents per pound. This resulted in a duty amounting to 50 percent of the whole- 
sale price. At the present time the average support price in Chicago is 64.75 
cents while the first 60 million pounds of butter can be imported at 7 cents duty, 
or about 11 pereent of the value. At the same time, currencies in the sterling 
bloe countries have been devalued 42 percent in terms of the United States dollar. 
Actually, the decrease in currency value alone would practically balance or ‘“‘wipe 
out” the 14 cent duty previously placed on butter. 

In a recent appearance before the Dairy Subcommittee of House Agricultural 
2 the Secretary of Agriculture, the Honorable Ezra Taft Benson, 
stated: 

“Many of the commodities included in our price support and marketing order 
programs are subject to substantial import competition. In many cases the 
price support level is substantially above the world market price, even after 
allowance for the customs duties assessed against imports. When that happens, 
imports are attracted to this country from all over the world, including areas 
whose products would normally be exported in whole or in part to other countries 
where they may be badly needed. But the price support level in this country 
acts like a powerful magnet to draw these commodities out of their normal flow 
in international trade.” 

The net effect of these changes is a complete alteration of the relationship 
of domestic price levels to delivered cost of foreign butter. Before World War II 
the latter substantially exceeded the domestic price level, except in the rare 
winter period of exceptionally short production. Today butter and products 
adaptable to the uses of butter can be delivered to this country duty-paid at 
substantially lower prices than the domestic support price. This is now taking 
place in the case of cheddar cheese. Only the present embargo prevents butter, 
dried whole milk, and dried buttermilk from coming in. 

A clear and pressing need exists for permanent legislation, which would grant 
to the Secretary of Agriculture the power to embargo as well as to regulate im- 
ports of butter and other dairy products. These powers should not be limited 
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to situations where the Department of Agriculture is already buying dairy products 
under support programs. As already pointed out, even if the domestic dairy 
situation is in sound balance, the virtual certainty of substantial imports under 
present tariffs and currency relationships would guarantee chronic surpluses 
pressing for support action. The use of such powers by the Secretary should be 
required under carefully spelled out conditions. 

It is essential that new legislation effective June 30, 1953, require an immediate 
end to the absurdity of importing dairy products, while the Government is buying 
up domestically produced surpluses of butter, cheese and nofifat dried milk. 
For the longer period, the Secretary or President of the United States should be 
armed with the authority to regulate and, if necessary, disallow imports, in order 
to give the domestic producer an opportunity to obtain something more rewarding 
than support prices for the product of his dairy herd. 

To be more specific, we firmly believe that section 104 constitutes a most liberal 
and fair treatment of the import situation despite statements and propaganda 
to the contrary, When administered properly, it does not provide for discrimina- 
tory action against any foreign nation. It does permit prompt administrative 
action to place quantitative restrictions on dairy imports during any period that 


‘ a price support program is in operation and thus prevent demoralizing domestic 


dairy markets. We urge that section 104 be restored in 8. 1081 pending further 
study of other alternatives including the strengthening of section 22 of the Agri- 
culture Adjustment Act or the Reciprocal Trade Agreements Act. 

We want to thank the committee for the opportunity of presenting this infor- 
mation. If our organization can be of further assistance, please call upon us. 

Mr. Firer. This morning Congressman Andresen made an all- 
inclusive statement of the problem. I would like to highlight a few 
of the items as we see them. 

The production of creamery butter in 1952 amounted to over 
1 billion pounds. Butter represents the largest single use for milk 
among manufactured products. In fact butter utilizes more milk 
than all other manufactured dairy products combined. 

There are almost 3,000 butter-manufacturing plants in the United 
States. In the past 6 months butter has demonstrated itself as the 
balance wheel of the dairy industry because the products that couldn't 
go into something else went into butter throughout the country. 
In areas that produced no butter at all, in the past 6 months have 
made considerable butter. The milk was processed in the city areas 
and went into butter. Production of butter in the world is about 
2% billion pounds in 1952. Total world exports of butter, each year, 
amount to about 1 billion pounds. 

To us it does not seem unreasonable to believe that about 25 percent 
of the world butter exports could be diverted to this country in case 
proper controls are not maintained. I can state that in the past 10 or 
12 years there has been an embargo on butter in this country. That 
was maintained through controls set up during the First and Second 
War Powers Act and when the Second War Powers Act was repealed 
in 1951 the authority was contained in section 104. Butter was 
contained under control during the war period. 

One-fourth of the world exports diverted would amount to around 
240 or 250 million pounds of butter. This is based upor the fact that 
consumption of butter in Great Britain is reduced about that amount 
since World War II, and since England was and still is the greatest 
butter-importing country in the world, it is logical to assume the 
so-called free butter, this 250 million pounds of butter, would be seek- 
ing a new market. 

This foreign butter could be sold wholesale, duty paid, in this coun- 
try from 48 to 55 cents per pound, taking into account present and 
foreign-exchange rates. According to reliable information, New 
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Zealand butter was delivered to France at 375 British shillings per 
British hundredweight. This would be calculated about 47 cents per 
hundred pounds French ports or 45 cents per pound New York ports 
without duty. We have in our files a letter from a British importer 
offering to pay 375 shillings per hundredweight for American butter 
delivered. The countries want dollar exchange, the foreign countries, 
and that would amount to, we think, raising butter prices in those 
countries, and probably at the same time force the people in those 
countries to consume more vegetable-oil products so they would 
have more butter for export purposes. 

The picture the committee should understand, for 5 years preceding 
1939, back before the period of world stress, the world price of butter, 
New York basis, averaged 8 cents below domestic price at New York. 
At that time the duty of 14 cents was adequate to protect the domestic 
dairy industry except during periods of shortage when butter came in 
through the barrier. 

The United States has never been recognized as an importer of 
butter. During the years 1936 to 1939 the import was only about 
1's million pounds per year. 

We are not an importer of butter and never have been but, since 
World War II, there have been major developments which in the 
absence of relief have completely nullified the protection historically 
granted to the butter and dairy industry: 

1. The 50-percent cut in the duty of 14 cents down to 7 cents per 
pound for the first 60 million pounds of foreign butter admitted per 
year; and 

2. The progressive devaluation of sterling bloc currency by 42 
percent in terms of the United States dollar. 

The effect of the latter can be illustrated by the present agreement 
between New Zealand and the United Kingdom. On the basis of 
the United Kingdom pound sterling, worth $2.80, New Zealand 
realizes 39.25 cents per pound f. 0. b. steamer for her butter. New 
Zealand can, therefore, put butter down in New York for about 
44 cents per pound before duty and 51 cents per pound, duty paid. 
It must also be remembered that the butter production has been on 
the increase in New Zealand during recent years. 

If New Zealand was still being paid in British pounds, worth $4.86 
American dollars, her butter would be worth 67% cents f. 0. b. 
steamer, which would mean 72 cents landed in New York. If the 
old duty of 14 cents still applied, it would mean 86 cents duty-paid 
butter, a price not too far out of line with a level which would be 
reasonably protective to the domestic producer. 

The price last week, Chicago, was 65% cents, Friday, the wholesale 
market. That would be higher than our domestic price. 

In other words I want to maintain that United States prices are 
not out of line. The unbalanced international payments ledger of 
the United Kingdom plus the arbitrary cut in the protective tariff 
have combined to expose the domestic butter market to the world 
market. Why was the protective tariff on butter cut in half when 
the differential between the domestic and foreign price of butter in- 
creased threefold? 

Summarizing this point, it can be explained that the 14 cents duty 
applied during the period of 1935-39 when the average price of butter 
wholesale Chicago was 28 cents per pound. This resulted in a duty 
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amounting to 50 percent of the wholesale price. At the present time 
the average support price in Chicago is 64.75 cents while the first 
60 million pounds of butter can be imported at 7 cents duty, or about 
11 percent of the value. At the same time, currencies in the sterling 
bloe countries have been devalued 42 percent in terms of the United 
States dollar. Actually, the decrease in currency value alone would 
practically balance or “‘wipe out” the 14-cent duty previously placed 
on butter. 

Ina recent appearance before the Dairy Subcommittee of the House 
Agricultural Committee, the Secretary of Agriculture, the Honorable 
Ezra Taft Benson, stated: 

Many of the commodities included in our price support and marketing order 
programs are subject to substantial import competition In many cases the price 
support level is substantially above the world market price, even after allowance 
for the customs duties assessed against imports. When that happens, imports 
are attracted to this country from all over the world, including areas whose prod- 
ucts would normally be exported in whole or in part to other countries where 
they may be badly needed. But the price-support level in this country acts like 
a powerful magnet to draw these commodities out of their normal flow in inter- 
national trade. 

The net effect of these changes is a complete alteration of the rela- 
tionship of domestic price levels to delivered cost of foreign butter. 
Before Worla War II the latter substantially exceeded the domestic 
price level, except in the rare winter period of exceptionally short pro- 
duction. Today butter and products adaptable to the uses of butter 
can be delivered to this country duty-paid at substantially lower 
prices than the domestic support price. This is now taking place in 
the case of Cheddar cheese. Only the present embargo prevents 
butter, dried whole milk, and dried buttermilk from coming in. 

A clear and pressing need exists for permanent legislation, which 
would grant to the Secretary of Agriculture the power to embargo as 
well as to regulate imports of butter and other dairy products. These 
powers should not be limited to situations where the Department of 
Agriculture is already buying dairy products under support programs. 
As already pointed out, even if the domestic dairy situation is in sound 
balance, the virtual certainty of substantial imports under present 
tariffs and currency relationships would guarantee chronic surpluses 
pressing for support action. The use of such powers by the Secretary 
should be required under carefully spelled out conditions. 

At the same time I would like to point out to the committee that 
the amount of butter, in inventory as of April 1 was about 4 percent 
of the amount of corn and wheat in inventory and the amount of corn 
and wheat on loan, so the amount of butter is relatively small in terms 
of some of the other commodities under price-support program. 
Another point I want to mention is the fact that butter can be kept in 
storage for a period of 2 or 3 years, proper storage conditions, without 
spoilage. 

It is essential that new legislation effective June 30, 1953, require 
an immediate end to the absurdity of importing dairy products while 
the Government is buying up domestically produced surpluses of 
cheese, butter, and nonfat dried milk. For the longer period, the 
Secretary or President of the United States should be armed with the 
authority to regulate and, if necessary, disallow imports, in order to 
give the domestic producer an opportunity to obtain something more 
rewarding than support prices for the product of his dairy herd. 
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Mr. Gamsie. You mean butter can be frozen? 

Mr. Frrer. Yes; at temperatures Farenheit to 10 below. That is 
what we call storage conditions. 

Mr. GAMBLE. i you got proper storage conditions for the tre- 
mendous amount of butter we have been buying? We hear different 
stories about it. That is the only reason I bother to ask you about it. 

Mr. Firer. There are many products that need to go into cold 
storage besides butter and of course the cold-storage facilities are 
limited. I would say that at the present rate we are buying, the 
facilities will be sufficient this vear to maintain adequate storage. 
It requires that we move all the butter we can into consumer trade 
as rapidly as possible though and not store any more than we have to. 

To be more specific, we firmly believe that section 104 constitutes a 
most liberal and fair treatment of the import situation despite state- 
ments and propaganda to the contrary. When administered properly, 
it does not provide for discriminatory action against any foreign 
nation. It does permit prompt administrative action to place quan- 
titative restrictions on dairy imports during any period that a price 
support program is in operation and thus prevent demoralizing do- 
mestic dairy markets. We urge that section 104 be restored in 8. 1081 
pending further study of other alternatives including the strengthenin 
of section 22 of the Agriculture Adjustment Act or the Reciproca 
Trade Agreements Act. 

We want to thank the committee for the opportunity of presenting 
this information. If our organization can be of further assistance, 
please call upon us. 

That is all, Mr. Chairman. 

The Cuarrman. Thank you. 

If there are no questions we are very grateful to you for your 
testimony. 

Mr. Remaley, of the American Dry Milk Institute. 


STATEMENT OF ROBERT J. REMALEY, AMERICAN DRY MILK 
INSTITUTE, INC. 


Mr. Rematey. My name is Robert J. Remaley, director of research 
of the American Dry Milk Institute. I am appearing in behalf of the 
American Dry Milk Institute, which is a trade association of dry 
milk manufacturers, with headquarters at 221 North LaSalle Street, 
Chicago 1, Ill. We represent 212 manufacturers of nonfat dry milk 
solids, dry whole milk and dry buttermilk solids. Our members are 
both dairy farmer cooperatives and proprietary companies. 

They are manufacturers of dry whole milk, nonfat dry milk solids 
and dry buttermilk solids. 

Mr. Chairman, I have filed a formal brief with the committee and 
at this time I would like to enter it into the record, deviate from that 
brief and pick out just a few salient points in order to save time. 

The CHarrMaANn. You want the tables which you have inserted? 

Mr. Remarey. I beg your pardon? 

‘ The Cuarrman. Do you have reference to the tables which you 
ave? 

Mr. Rematey. I would like to file the entire brief and pick out a 
few points to save time of the committee rather than go through the 
brief as it is. 
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The CHarRMAN. Without objection they may be inserted. 
(The information referred to is as follows:) 


STATEMENT OF Ropert J. ReEMALEY, AMERICAN Dry Institute, Inc. 


My name is Robert J. Remaley, director of research of the American Dry Milk 
Institute. I am appearing in behalf of the American Dry Milk Institute, which 
is a trade association of dry milk manufacturers, with headquarters at 221 North 
LaSalle Street, Chicago 1, Ill. We represent 212 manufacturers of nonfat dry 
milk solids, dry whole milk and dry buttermilk solids. Our members are both 
dairy farmer cooperatives and proprietary companies. 

Our testimony today is directed to section 104 of the Defense Production Act 
of 1950, as amended. We desire to confine our statement to the dry products of 
milk: dry whole milk, nonfat dry milk solids, and dry buttermilk solids. We 
propose to show by documented evidence that the importation of dry milk 
products must be completely restricted so long as the Government is purchasing 
and storing products of milk under any program predicated upon the support of 
the price paid to the farmer for his milk. We are of the opinion that the im- 
portation of products of the nature being purchased by the Government under a 
support program necessarily will: 

(a) Impair or reduce the domestic production of any such commodity or ‘ 
product below present production levels or below such higher levels as the 
Secretary of Agriculture may deem necessary in view of domestic or inter- 
national conditions; or 

(b) Interfere with the orderly domestie storing and marketing of any such 
commodity or product; or 

(c) Result in any unnecessary burden or expenditures under any Govern- 
ment price-support program. 

Products under consideration.—The products under consideration are: 

(1) Dry whole milk is fluid whole milk from which the water only has been 
removed ; 

(2) Nonfat dry milk solids is separated whole milk from which the water has 
been removed; and 

(3) Dry buttermilk solids is the buttermilk resulting from the churning of 
butter, from which the water has been removed. 

These products can be used wherever their fluid equivalent is required. Addi- 
tionally they have special uses of their own. Our four largest domestic markets 
are bakery products, dairy products, meat products, and the small retail package. 

Effectiveness of section 104.—I would like first to consider the applications that 
have been made of section 104 by the Secretaries of Agriculture since the Defense 
Procuction Act was amended jin 1951. Prior to July 31, 1951, there was no author- 
ity, other than section 22 of the Agricultural Adjustment Act, to regulate imports 
of dry milk products. The necessity of legislation in addition to section 22, as it 
is now written, is apparent from the immediate response of the Seeretary. On 
August 9, 1951! se the authority of section 104, he prohibited commercial 
imports of nonfat dry milk solids and dried skimmed milk, animal feed. This 
restriction is still in force. Imports of nonfat dry milk solids dropped from 
2,500,000 pounds in 1950 to 1,000,000 pounds in 1951 and to 569,000 pounds in 
1952. 

No restrictions were placed on dry whole milk, dry buttermilk solids or dry 
cream until December 30, 1952, at which time quotas were established for these 
products. During this time, imports of dry whole milk increased from 24,500 

unds. in 1950 to 9 million pounds in 1951 and to 37 million pounds in 1952.4 

ry buttermilk solids increased from 540,000 pounds in 1950 to 1,600,000 in 1951 
and to 12,500,000 pounds in 1952.4. Dry cream increased from 189 pounds in 
1950 to 118,000 pounds in 1952.5 

The American Dry Milk Institute requested the Department of Agriculture to 
act under section 104 to restrict these increasing imports on July 3, 1952, and 
again on September 15, 1952. On the same date as our original formal request 
to the Department * the Secretary announced complete restrictions of imports of 
“malted milk compounds and substitutes for milk and cream.’ These restrietions 

1 Federal Register, August 11, 1951, pp. 7934-7937 
? See table ITT. 

See table I. 

4 See table IT. 

5 See table LV. 

® Federa! Register, Tuly 8, 1952, pp. 6088-6091. 
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controlled the imports of products such as dry ice cream mix, but did not affect 
the continued increasing imports of dry whole milk and dry buttermilk solids. 

Finally, on December 30, 1952, the Secretary established quotas for the period 
January 1, 1953, to Mareh 31, 1953.7 The quotas established for the period 
ending March 31, 1953, were 6,500,000 pounds of dry whole milk, 2,150,000 
pounds of dry buttermilk solids and 35,000 pounds of dry cream. Effective 
April 1, 1953, imports of dry whole milk, dry buttermilk solids and dry cream 
were completely restricted by Secretary Benson in his announcement of March 25.8 
It is our opinion that for the best interests of our total dairy economy these 
restrictions should have been applied as early as April 1, 1952. 

During the period of April 1, 1952, to December 31, 1952, the Government 
procured under the support program 51,500,000 pounds of nonfat dry milk solids 
and 16 million pounds of butter. Had the Secretary used the full authority 
granted under section 104 by April 1, 1952, he could have prevented the importa- 
tion of the equivalent of approximately 10,500,000 pounds of butter and 32,300,000 
pounds of nonfat dry milk solids which were imported in the forms of dry whole 
milk and dry buttermilk solids. Failure to use this authority undoubtedly 
resulted in considerably higher purchases for support than would have been 
required had he restricted these imports. 

It is therefore apparent to us that unless section 104 is retained and is further 
strengthened by amendment to make mandatery the complete restriction of import 
of dry products of milk during such times when the Government is buying or 
carrying inventories of dry milk products under a support program, that unneces- 
sary expenditures by the Government will result. Complete restrictions are not 
possible under section 22 as now written. And for every pound of dry milk 
products imported, the Government will purchase an equivalent pound of nonfat 
dry milk solids. 

Effect of imports on the dry milk industry and the dairy economy.—We would 
like next to consider the effeet which imports have had on the dry milk industry 
during the period 1950-52 when imports of dry whole milk and dry buttermilk 
solids were completely unrestricted. During this period dry whole milk imports 
increased from 24,500 pounds to 37,000,000 pounds and dry buttermilk solids im- 
ports increased from 539,000 pounds to 12,500,000 pounds. Also during this 
period the domestie production of dry whole milk dropped 32,500 pounds in 1952 
from 1951.9 

The importations of these quantities of dry whole milk and dry buttermilk solids 
had the same effect on our economy as the importation of 38,200,000 pounds of 
nonfat dry milk solids and 13,000,000 pounds of butter. Similarly the loss of 
32,500,000 pounds of dry whole milk production probably resulted in the produc- 
tion of 23,000,000 pounds of nonfat dry milk solids and 10,700,000 pounds of 
butter, instead of the dry whole milk. In a period of surplus, such as we experi- 
enced in 1952 and are still experiencing in 1953, these imports plus loss in produc- 
tion of dry whole milk represented a total of 60,000,000 pounds of nonfat dry 
milk solids and 23,700,000 pounds of butter. This was more butter and nonfat 
dry milk solids than the Government bought in the calendar year of 1952, 

Competitive prices.—Prices of imported dry milk products made them particu- 
larly attractive to the American manufacturer of food products." He could use 
these products more cheaply than butter and nonfat dry milk solids when bought 
at the existing support prices of 65.75 cents per pound for butter and 15.6 cents 
(average 16-cent spray, 14-cent roller) for nonfat dry milk solids. Under the 
present support program 100 pounds of milk testing 3.95 percent butterfat and 
8.965 pereent milk solids not fat can be recombined from butter and nonfat dry 
milk solids for $4.42. The same 100 pounds of milk when combined from domes- 
tically produced dry whole milk at 40.46 cents per pound (average price June 1952) 
cost $5.50. Imported dry whole milk selling at 29 cents at the same time repre- 
sented a cost of $3.94 per 100 and imported dry buttermilk solids (12 percent 
butterfat) selling at 15.5 cents cost $3.16 per 100 pounds.'!! Any American food 
manufacturer needing fat and nonfat solids would obviously buy the imported 
product. The American dairy manufacturer was then forced to process his own 
milk into products for support which he could then sell to the Government in 
1952 for an equivalent of $4.57 and in 19538, $4.42. 

Differentials in prices can probably best be illustrated by a comparison of the 
prevailing support prices in Feusds and the United States. Canadian support 


? Federal Register, December 31, 1952, pp. 11866-11869. 
§ Federal Register, March 27, 1953, pp. 1726-1727. 

® See tables XII, XIII, and XIV, 

19 See table VI. 

!! See table V, calculations, 
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prices today at 8 cents for roller and 11 cents for spray. United States support 
prices are 14 cents for roller and 16 cents for spray. Even at a 50 percent ad 
valorem tariff, it would be to the advantage of the American manufacturer to 
import Canadian roller nonfat dry milk solids. Relaxation of import restrictions 
can only mean increased imports and would require increased purchases by the 
Government under the support program. 

Potential imports.—What are the potential dry milk imports if import restric- 
tions are relaxed? The major foreign producers and exporters of dry milk prod- 
ucts are Canada, Sweden, Denmark, New Zealand, Netherlands, and Australia. 
During 195i, which is the latest year for which we have complete data, these na- 
tions produced 145,500,000 pounds of nonfat dry milk solids and 179,500,000 
pounds of dry whole or approximately a total of 325,000,000 pounds of dry milk 
products.” In 1950 consumption of these products amounted to only 152,000,000 
pounds (excluding New Zealand for which there is no data) or approximately 50 
percent of their production.’ This means that about 50 percent of the production 
of these countries is for export. It is obvious that these exports will tend toward 
the highest price market which is the United States. 

Relative importance of total volume of imports of dry milk products.—The total 
amount of dry milk products imported is insignificant in comparison with the 
total amount of dry milk products produced. In 1952, the vear of our largest 
imports, the 37,000,000 pounds of dry whole milk and the 12,500,000 pounds of 
dry buttermilk solids amounted to only 4.95 percent of the total production of all 
drv products of milk; 0.11 percent of the total amount of milk solids nonfat and 
0.54 percent of the amount of butterfat used in manufactured dairy products 
during 1951. But when we look at the other side of the pieture we note that 
37,000,000 pounds of dry whole milk is almost 44 percent of the total production 
of dry whole milk ' and the 12,500,000 pounds of dry buttermilk solids represents 
almost 25 percent of the total drv buttermilk solids produetion.© From the 
standpoint of the manufacturer and the producer who are dependent upon the best 
possible markets for these products, these imports are of serious concern. 

As shown in the following tables, the total value of the imported dry milk prod- 
ucts is insignificant when compared to the total export-import trade between the 
United States and the major importing countries. 

. 
Total dollar value of all imports of dry milk products 1950-52 from the major import- 
ing countries ! 


Percent of 
total exports 


Country Tonnage Value to United 
states 
Sweden $2, 675, 177 1.6 
Canada 1,948, 490 | 
Denmark 874, 242 2.40 
Netherlands 4.544, 674 1.70 
New Zealand _. 2, 813, 729 1.80 
Australia - 429, 548 06 


1 Compiled from the appendix. 


Comparing these dollar values with the total import-export business which 
these nations do with the United States !® the amount of dollars which they obtain 
from these imports is insignificant to the whole. 

The total poundage and total dollar values are quite small in relation to the 
same totals for the international trade of an individual country or to the same 
totals for the world international trade. In fact they are so small that we have 
difficulty in understanding how they could possibly be a threat to the national 
economy of any nation or how they could be reasonably used by any country to 
precipitate problems in foreign relations. We are aware that they have been so 
used. It is admitted that the import restrictions on the dry products of milk 
may work a hardship on the individual dairyman in a foreign country, but we 
hasten to point out that if these products are permitted to come in, they work a 
hardship on our dairvmen and more dairy products will have to be bought under 

12 See tables VII and VIII. 
'3 See table IX. 

4 See table XII. 

'5 See table XIII. 

6 See tables X and XI, 
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the support program at the expense of the taxpayer in the United States. We 
do not believe that is an oversimplification of the problem to state that the ques- 
tion to be resolved is ‘‘which dairymen are we going to hurt—our own or those in 
a foreign country?” 

Those countries which are now exporting dry milk products to the United States, 
and some of these have protested against the restrictions imposed by the United 
States have never had a historical market for these products in this country. 
If complete import restrictions are placed upon all dry products of milk, this 
country cannot be accused of depriving them of an established market. Ad- 
mittedly, if complete import restrictions of these dry milk products are imposed, 
they will be deprived of the development of a new market in the United States. 
We have no objections to this country being a new and expanding market for 
products from foreign lands when needed and wanted. We submit that in the 
ease of the dry products of milk we do not need those of foreign origin as we now 
are producing enough to satisfy our own domestic economy. 


CONCLUSION 


The American Dry Milk Institute respectfully submits that so long as the Gov” 
ernment is purchasing nonfat dry milk solids under the support program and so 
long as the Government has inventories of nonfat dry milk solids that these are 
evidences that there is an adequate production and a sufficient supply of dry 
milk products to meet the needs of our domestic requirements. We further sub- 
mit that the importation of any dry milk products during periods of national 
sufficiency cause undue hardship upon the dry milk industry, the farmer-producer 
and an unwarranted burden on the taxpaver. 

Therefore, the American Dry Milk Institute respectfully requests this commit- 
tee to consider the necessity of continuing in amended form section 104 of the 
Defense Production Act. Such amendment would make mandatory the complete 
restriction of imports of dry milk products when the Government is buying or 
holding inventories of dry milk products under a support program. 

In support of our contention we have made the following points which are 
substantiated by the data presented: 

1. Importations of dry milk products had the same effect on our total dairy 
supply as the importation of fluid whole milk and at this time such importations 
are unwarranted and aggravate our domestic economic problems. 

2. Importations of dry milk products diverts a portion of our milk supply to 
the manufacture of products purchased by the Government under the support. 
program thereby increasing the Government's inventory and placing added 
burdens on the taxpayer. 

3. The total value of imported dry milk products is insignificant to the total 
export-import trade between the United States and the major importing countries. 
Control of such imports may hurt a small segment of the population of the coun- 
tries of origin. No controls will hurt the United States dairyman. 


Tasie I.—Summary'!—Imports of dry whole milk by countries of origin, 1950-52 


Imports of dry whole milk in pounds Total dol- 


Country of origin lar value 

1952 1951 1950 | Total | 1950-52? 
Canada_____ 1, 412, 081 228, 830 | 23,357 | 1, 664, 268 501, 800 
sine 2, 357, 880 724, 527 110 | 3,082, 517 907, 460 
10, 692,373 | 5,075,229 | 1,011 | 15, 768, 613 4, 588, 927 
38,144 | 2,067, 124 2, 105, 268 429, 548 
12, 816, 222 900, 760 18, 716, 982 2, 563, 379 
37, O11, 528 8, 996,910 | 24, 478 | 46, 032,916 | 11, 721,778 


1 Compiled from U. 8. Department of Commerce, United States Imports of Merchandise for Consump- 


tion, Rept. No. F. T. 110. 
2 Individual values for December 1952 not available. Total value prorated based on average value per 
pound among all countries importing during that month. 
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TaBiLe I1.—Summary'!—Imports of dry buttermilk solids by countries of origin, 
1950-52 


Imports of dry buttermilk solids in pounds | ‘Total dol- 
Country of origin Ss 


Jar value 
| 1950-52 


1952 1951 1950 Total 
11,386,965 | 272,840 | 538,700 | 12,198,505 | 1, 470, 075 
253, 529 | _. 253, 529 14, 560 
New Zealand______- 869, 760 1, 337, 180 | 2, 206, 940 | 182, 560 
40, 992 | 40, 992 3, 279 


! Compiled from U. S. Department of Commerce, United States Imports of Merchandise for Consump- 
tion, Rept. No. F. T. 110. 


TABLE III.— Summary '— Imports of nonfat dry milk solids and dried skimmed milk 
by countries of origin, 1950-52 


| Imports of nonfat dry milk solids and dry skimmed 
milk in pounds | Total dollar 
Countries of origin | value, 
| | 1950-52 
1952 1951. | 1950 Total | 
402, 600 | 50, 294 | 2, 152, 931 241, 059 
67, 205 | 67, 295 | 6, 2! 
710, 864 | 348, 880 1, 059, 744 | 73, 443 
New Zealand... | 202, 960 |....... 202, 960 | 18, 138 
Other countries... za 166, 200 |... 166, 200 18, 479 
| 568, 800 1, 031, 413 | 2, D1, SIL | 4, 102, 024 357, 373 


Imports of dried cream in pounds Total dollar 

Countries of origin a —| value, 

1952 | 1951 | ta | 
Other countries.................. 34, 576 |-- | --| | 28, 106 
| 118, 176 3, 540 | 47,439 


' Compiled from U. 8. Department of Commerce, United States Imports of Merchandise for Consump- 
tion, report No. FT-110. 


al — 
1 Compiled from U. 8. Department of Commerce, United States Lmports of Merchandise for Consump- 
tion, report No. FT-110, 
TaBLeE IV.—Summary '—Imports of dried cream by countries of origin, 1950-52 
| 
| 
| - 
7 
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TasBLe V.—Calculations to determine the cost to food processor of 100 pounds 3.95 
percent butterfat milk using dry whole milk at 29 cents per pound 

BASIC CALCULATIONS ! 


Average price received by farmer for manufacturing milk (support 1953)__ $3. 74 
Average price received by farmer for butterfat in cream (support 1953) $0. 673 


Average percent butterfat in manufacturing milk __ 3. 95 
Average value butterfat in milk (3.95 $0.673) $2. 66 
Average value nonfat solids in milk ($3.74 — $2.66) $1. 
Average percent nonfat solids in milk (see calculation IT) _- 8. 965 
Average value nonfat solids in milk — $0. 1205 
8.965 
Ratio of - nutterfat in manufacturing milk 0.673 5. 585 


$0.1205 


nonfat solids 


CALCULATION I 


100 pounds average milk contains— 3.95 pounds butterfat. 
3.95 pounds butterfat produces __ 9.875 pounds 40 percent cream. 
100 — 9.875 vields 90.125 pounds separated milk. 


90.125 pounds separated milk yields 8.0 pounds nonfat dry milk solids. 
average. 
Assuming 1 percent processing loss, 8.08 nonfat solids. 
90.125 pounds separated milk con- 
tains. 
8.08 - 100=8.965 pounds nonfat solids in 100 pounds average 3.95 percent 
90.125°°  butterfat milk. 


CALCULATION II 


Typical calculation to determine equivalent cost of 100 pounds of 3.95 percent 
butterfat milk using dry whole milk. 
Price: F. 0. b. seaboard, all duties paid, 29 cents. 


Percent 
Guaranteed butterfat content ., 2a 
Probable nonfat solids content 69. 0 
Let x=value of butterfat per pound. 
Let y=value of nonfat solids per pound. 
Value of nonfat solids per pound 
28. 5x + 69. Oy = 29. 00 
= = 5.585 
28. 500x = 29. 00—69. Oy 
12. =__ dy 
40. 854x = 29. 00 
x = 0. 7098 
y = 0, 1271 
Therefore: 
8.965 pounds nonfat solids at $0.1271. ..............-..-.---..-.- 1. 139 
Cost of 100 pounds equivalent milk... 3. 943 


1 All percentages and values appear in U. S. Department of Agriculture release, Dairy Support Prices 
for 1953-54, Apr. 8, 1953, 
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TaBLE VI.—Comparison of quoted prices of imported dry whole milk and dry 
buttermilk solids f. 0. b. port of entry, duty paid, with prices of comparable domestic 


products 
Domestic production Foreign imports 
Product Butterfat 
content May July January June August | February 
1952 ! 1952 ! 1953 1952 1952 1953 
Percent 
Dry whole milk________- 28.5 0. 4046 0. 3930 0.3779 0. 2900 0.3325 0.350 
Dry buttermilk - P 4.5 1487 . 1750 1445 
| Average. 
TaBLE VII.— Production dry whole milk, selected foreign countries 
| 
| 1048 1949 1950 1951 1942 
| 
Denmark 6, 334 12, 14, 676 16, 916 
Netherlands ! | 11, 698 29, 302 30, 580 43, 627 260. 376 
Sweden !_ ; | 15, 849 24, 249 12, 072 11, 100 2 18, 883 
Canada caine 316, 903 313, 108 4 16, 510 4 17, 434 4 16, 123 
Australia | 37, 867 43, 929 
New Zealand 520 53, 536 2 55, 328 


44, 128 


1 Files, Foreign Agricultura] Service, USDA, 
210 months. 


3 The Dairy Factory Industry, 1950, vol. 2, pt. III, C-I, Dominion Burean of Statisties. 


‘ Dairy Factory Production, Report No. 12, Dominion Bureau of Statistics, 1950, series XX; 


series X XI. 
' Commonwealth Bureau of Census and Statistics. 
6 New Zealand Dairy Board. 
7 Includes condensed milk. 


1951 and 1952, 


TaBLeE VIII.— Production nonfat dry milk solids, selected foreign countries 


1948 1919 
Denmark ! 7, 485 | 7, 699 
Netherlands ! $2, 247 33, 170 
Sweden ! &, 642 8, 774 
Canada 3 64, 026 261, 876 
Australia 5 
New Zealand 6 7__ i | 27, 328 37, 184 


! Files, Foreign Agricultural Service, USDA. 
710 months, 
3’'The Dairy Factory Industry, 1950, vol. 2, 


1950 


10, 066 
6), 554 
7, 818 
451, 558 


1951 


5. SSS 
31. S06 | 
6, 
451, 965 
19, 264 | 
59, SOS | 


ot. ILI, C-1, Dominion Bureau of Statistics 


2 39, 398 


4 Dairy Factory Production, Report No. 12, Dominion Bureau of Statistics, 1950, series XX; 1951 and 1952, 


series X XI. 
5 Commonwealth Bureau of Census and Statistics. 
6 New Zealand Dairy Board. 
7 Includes condensed milk. 
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TaBLeE X.—Value of total imports to United States from Canada, Netherlands, 
Sweden, Denmark, New Zealand, and Australia,! 1949-51 


| 1980 1080 | 1951 
| 
$1, 509, 924, 869 | $1, 954,431,377 | $2, 264, 643, 977 

59, 717, 699 | 83, 675, 610 | § 120, 114, 970 
54, 454, 079 | 70, 986, 718 | 104, 159, 053 
as 6, 330, 782 | 12, 276, 654 19, 214, 175 
23, 971, 117 | 60, 503, 618 81, 773, 227 
135, 942, 682 325, 012, 471 


| 100, 535, 309 | 


rie Department of Commerce, United States Imports of Merchandise for Consumption, Report No. 


Taste XI.—Value of total exports from United States to Canada, Netherlands, 
Sweden, Denmark, New Zealand, and Australia,' 1949-51 


1949 | 1950 1951 

| 

| $1, 888, 285, 481 | $1, 947,620,446 | $2, 516, 228, 651 
281, 203, 281 68, 597, 710 282, 635, 130 
| 85, 041, 472 96, 478, 268 133, 795. 795 
Denmark 93, 023, 446 | 54, 102, 329 65, 670, 399 
New Zealand___.__- 42, 414, 743 | 26, 523, 928 58, 240, 613 
Australia__- ee 141, 849, 645 | 100, 378, 473 176, 526, 133 


1U. 8. Department of Commerce, United States Exports of Domestic M Merchandise, Report No. FT 420. 


TABLE XII.—Supply and distribution of dry whole milk, 1950-521 


1950 1951 | 1952 2 

Opening stocks = 11.1 10.2 | 17.9 
125.0 131.0 | 98.5 

Total supply... ......-.- 136.1 150. 2 | 153. 4 

Shipments to 12.6 11.6 14.2 


1 Compiled American Dry Milk Institute Statistical Department. 
2 Preliminary, 


TaBLe XIII.—Supply and distribution of dry buttermilk solids (including animal 
feed), 1950-52 


Production 48.8) 45.5 61.7 


Compiled an Dry Milk Institute Statistical Department. 
2 Preliminar 


| | 
1950 | 1951 1953 2 
. 
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Tasie XIV.—Supply and distribution of nonfat dry milk solids, 1950-52 ' 


Opening stocks 
Production 
Purchased from PMA 
Imports 

Total supply 
Sales to CCC ___ 
Stocks Dee. 31 

Total commercial sales 
Sales to QM 
Commercial exports 
Shipments to Territories 


Domestic sales 


DEFENSE PRODUCTION 


ACT 


| 


' Compiled American Dry Milk Institute Statistical ates nt. 


2 Preliminary. 


Mr. ReMA.ey. 
Reed, Dr. 


Gaumnitz, and Mr. 


1950 


We have heard today from Mr. 
Fifer and there is very little which 
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1951 1952? 
7 22.0 | 42.3 
702.5 841.8 
31.4 19.4 
| 1.0 
5 756.9 904. 1 
6 72.9 58.7 
0 42.3 127.7 
9 | 641.7) 717.7 
4) 10.4 | 2.3 
5 | 31.6 44.6 
5 6.1 2.4 
5 | 593. 6 668.4 
} 

Andresen, Mr. 


we can add to their statement, except to point out a few of the things 


which definitely affect dry milk products. 


The opinion of the Ameri- 


can Dry Milk Institute is that so long as there is a support program 


under which the 


Government is procuring the dry products of milk 


then there should be the authority within law to enable complete 


restriction of imports. 


Otherwise, we believe that there will be unnecessary expenditures 
by the Government under the support program. 
in the opinion expressed this morning by the other speakers. 

I would like to point out for just a few minutes what has happened 
to us under section 104 and how it affected our industry. 

Up until July 31, 1951, we, of the dry milk industry had absolutely 
no basis for import restrictions until the Defense Production Act 


was amended. 


We fully concur 


However, on August 9, 1951, embargoes were placed 


on nonfat dry milk solids by the Secretary. As a result of these 


restrictions, nonfat dry milk solids dropped in its imports from 2'% 
million to approximately a half a million pounds. 


However, 


buttermilk solids until April 1, 
tions were set on these products. 


no restrictions were placed on dry whole milk or dry 
1953, at which time complete restric- 


Quotas had been set earlier on 


December 31, which limited the amount coming into the country. 


As a result, however, let’s look at the picture m 1952. 


Our 


imports 


increased from 1950 from 24,500 pounds of dry whole milk to 37 


million pounds. 


pounds, and dry cream, from 180 to 118,000 pounds. 
In order that the committee can understand just what these prod- 
ucts are that I am discussing, | would like to explain for a moment 


what dry whole milk is, and these other products. 


Dry buttermilk solids from 500,000. to 12,500,000 


Dry whole milk is merely the dried whole milk, the water only has 


been removed. 


Nonfat dry milk solids is the product, whole milk, 


from which only water and fat have been removed and dry buttermilk 
solids is the fluid buttermilk resulting from the churning of cream from 
which the water only has been removed. 

Therefore, these products can be used in any food product where 


the fat and solids, nonfat, of milk are required. 
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Importation of any dry milk product is the same as importing an 
equivalent amount of either solids, nonfat, or butterfat. 

Why did we have these major increases in imports? In the first 
place there was a very large price differential. Im 1952, and under a 
support program, butter was selling at 65°; cents per pound and nonfat 
dry milk solids at an average of 15.6 cents per pound to the Govern- 
ment under support. It was possible to buy dry whole milk imported 
at 29 cents per pound. From a standpoint of 100 pounds of milk 
containing 3.95 percent butterfat, a food processor would have to 
pay $4.57 for 100 pounds of milk, reconstituted from butter, and from 
nonfat dry milk solids bought on the support program. 

However, by buying the imported product of 29 cents per pound, 
that same 100 pounds of milk cost him $3.94, and if he used dry 
buttermilk solids at 12 percent fat, which he could buy at 15%) cents, 
that same 100 pounds of milk cost him only $3.16. 

Obviously, he was going to buy the cheaper product to put into his 
manufactured product. The net result was that the milk which had 
gone into dry whole milk here in the United States was diverted into 
butter, nonfat dry milk solids or into cheese. As a result of this, we 
found that we had not only increased imports of dry whole milk and 
dry buttermilk solids; our dry whole milk industry dropped in produe- 
tion 321 million pounds. 

When we add the equivalents of nonfat dry milk solids, and butter 
which could have been produced from the imports, plus the loess in 
production in dry whole milk, we find that during 1952, 61 million 
pounds of nonfat dry milk solids and 23.7 million pounds of butter were 
diverted by that means. 

During that same period of time, the Government bought under 
the support program, 16 million pounds of butter and 51‘ million 
pounds of nonfat dry milk solids. 

We further believe that if we relax import controls under a support 
program, we can only expect to get a flood of dry milk products. The 
major exporting nations to the United States, Canada, Sweden, Hol- 
land, Denmark, New Zealand, and Australia, produced in 1951, 325 
million pounds of dry milk products. They consumed approximately 
50 percent of that amount. That means that roughly 50 percent of 325 
million pounds of dry milk products would be available for export 
and it is obvious to us where these exports would land. They would 
land at the country which would pay them the highest price, which 
would have to be the United States. 

Now the American Dry Milk Institute does not object to the im- 
portation of products where there is a historical market. On the 
other hand, dry milk products has no historical market. They have 
never shipped dry products of milk into the United States. When 
there is a need and a sufficiency for products for which we are a new 
market, we have no objection to bringing those products in but when 
there is a sufficiency and a surplus of these products, as is evidenced 
when the Government is buying dry products of milk under a support 
program, then we are of the opinion that there must rest with the 
authorities the right to completely restrict these markets. Otherwise 
we believe that the United States must only end up by supporting 
world dairy markets. 

Thank you, sir. 


The Cuarrman. Thank you, Mr. Remaley. Are there questions? 
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Mr. Kitpurn. I want to ask 1 question if I may for 1 second. Did 
you ever hear of a product called Pream? 

Mr. Rematey. Yes, sir. 

Mr. Kirnurn. You stir it into coffee and it is just like cream. 
That is dry cream? 

Mr. Remarry. No, sir. It is a modified cream, sir. 

Mr. Brown. It is dry? 

Mr. Rematey. It is powder. It is dry. It is modified prior to 
grinding, sir. 

Mr. Brown. Sort of a modified cream? 

Mr. Rematry. Dry cream would contain approximately 80 percent 
fat on a dry basis, whereas Pream contains, I believe, somewhere in 
the neighborhood of 28 to 30 percent fat. I am just not certain what 
the amount is—and the label so states on it—it is dry cream plus 
lactose, plus additional nonfat solids and the combination dried 

together. It is a very excellent product to stir in coffee, however. 

The Cuarrman. All right. Thank you. 

Mr. Remauey. I would like to make one more remark before I 
leave, sir. Dr. Gaumnitz asked me to make this statement. He and 
I have discussed his position a number of times regarding imports of 
cheese. There is no essential difference between ip stand and our 
stand insofar as section 22 and 104 is concerned. Cheese has for 
certain types a historical market in the United States, and since it has 
a historical market Dr. Gaumnitz feels that that historical market 
should not be completely removed from these natural countries who 
have been importing it. 

However, for products where there is no historical market, he 
concurs with our views. 

The Cuarrman. Mr. Brereton, president of the Sheffield Chemical 


Co. 


STATEMENT OF JOHN G. BRERETON, PRESIDENT, SHEFFIELD 
CHEMICAL CO., INC., NORWICH, N. Y. 


Mr. Brereton. Mr. Chairman, members of the committee, we are 
toward the end of the day here. I would like to submit my statement, 
Mr. Chairman, for the record, and take about 5 minutes of your time 
to discuss it. 

Mr. Kitsurn. Is Sheffield Chemical Co. connected with Sheffield 
Farms? 

Mr. Brereton. The Sheffield Chemical Co. was originally the 
chemical division of the Sheffield Farms Co. It is now a separate 
company in the National Dairy Products Corp. 

The CHairMAN. We would be glad to have you proceed. 

(The statement is as follows:) 


STATEMENT OF JoHN G. BRERETON, PRESIDENT OF SHEFFIELD CHEMICAL Co., INC. 


Chairman Wolcott and gentlemen of the committee, my name is John G. 
Brereton. I am president of Sheffield Chemical Co., Inc., a division of National 
Dairy Products Corp., with business headquarters i in Norw ich, N. Y. 

The statement which follows is presented on behalf of the four major domestic 
manufacturers of casein, a dairy commodity made from fluid skim milk. These 
manufacturers are Avoset Co., of Philadelphia and San Francisco; Champlain 
Creameries, Inc., of Plattsburg, N. Y.; Rieck Dairy Co., Pittsburgh, Pa.; and 
Sheffield C hemical Co., Inc., of Norwich, Speaking for the ~roup, I wish 
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to thank you for this opportunity to appear before the committee and to present 
our thinking on the subject of import control legislation, particularly as it concerns 
section 104 and import controls on casein. We have presented similar testimony 
before the House and Senate Agricultural Committees. 

First of all, you should know that casein is the principal protein constituent 
of cow’s milk and is found only in milk. It is the substance which gives milk 
its white appearance. Commercially, casein is obtained by curdling skim milk 
and by washing and drying the curd to produce a granular end product, relatively 
pure in protein. Though not as well known to the public as skim powder, butter, 
or cheese, casein is nonetheless a basic dairy commodity in terms of tonnage 
normally produced and consumed in this country and it is an essential material 
in terms of its multitude of important industrial applications. One hundred 
pounds of skim milk yields 2.4 to 2.7 pounds of dried casein. Casein is basically 
the same product whether it is made from milk in this country, Argentina, New 
Zealand, Holland, or France. 

What is happening to the domestic casein industry is of direct consequence to 
your present hearings because the plight of this industry is a vivid example of 
what can happen when you have a price-support program on milk without 
adequate import controls on basic commodities made from milk. This domestic 
casein industry is being squeezed out of existence for the reason that it is caught 
between high skim-milk prices which are established by the Government’s price- 
support program on skim powder and which result in high raw-material costs for 
the manufacture of domestic casein and the uncontrolled importation of casein 
at duty- and freight-paid prices which are currently about one-half of the do- 
mestic cost of manufacturing casein. Domestic production has been drastically 
curtailed, and facilities are rapidly being eliminated to the point where, if market- 
ing conditions continue as they are today, this domestic industry will shortly be 
wiped out. 

Domestic production and imports.— As the following table shows, this country 
made annually 42 to 48 million pounds of casein prior to World War II, and this 
was two-thirds to three-quarters of United States annual usage, figured at 55 
to 65 million pounds. 


| | | 
Domestic | Domestic 

ti | Imports Imports 
Year ee | (thousand || Year ——— | (thousand 

| ‘pounds) | Pounds) || | pounds) pounds) 

48, 100 | Ch og See 18, 319 45, 346 
46, 616 | 24, 523 35, 83) | 20, 887 
47, 346 | 41, 518 1948___. ae 14, 372 | 40, 585 
42, 268 16, 819 EA ot 18, 348 | 33, 084 
18, 386 28, 426 ee } 18, 531 | M4, 552 
15, 264 | 7, 225 21, 620 43, 563 
12, 33° 51, 610 | 17,000 | 56, 837 


! Estimated. 


Following the war and up to 1952, domestic production averaged 21 million 

unds per year with imports increasing to an average of about 40 million pounds. 
4 1952, domestic production dropped to an estimated 7 million pounds while 
imports reached a new high of about 57 million pounds. If this industry fails to 
get relief in 1953, domestic production will be about 3 million pounds, which, 
practically speaking, means no production. Imports of casein can be expected 
to increase further. Because of the embargo on powdered milk products and the 
present free market on casein here, more milk in foreign countries can be expected 
to go to casein manufacture with this country being looked upon as a dumping 
ground for their surplus milk in the form of casein. Usage of casein can be 
expected to remain at about 60-65 million pounds annually. 

Casein as a market for skim milk.—Milk which formerly went into casein is now 
going into skim powder and it is safe to assume that a good part of the powder 
is being sold to the Government to further add to Government-owned and held 
powder stocks. For example, one of the companies in our group, Champlain 
Creameries, has just installed skim powder facilities at one location where it made 
casein and this plant will shortly be making a carload of skim powder a day which 
will go to the Government under the support program. 

It should be noted that, for every 1 million pounds of casein not produced 
and with the equivalent of this milk going into skim powder, there are 3.3 mil- 
lion pounds of skim powder which must find a market. Annual production of 


} 
1935-39 av 
1940. 
1941....- 
1942_._. 
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casein in the amount of 40 million pounds or more per year, such as occurred 
in the years 1935-41, is equal to 130 million pounds or more of skim powder 
annually. This represents a big market for skim milk which is being lost to 
casein imports and which is now being forced into skim powder production. 
The loss of such a market at this time is particularly significant when you ap- 
preciate that the United States dairy farmer and processor must seek their own 
markets and depend less in the future on Government, price support markets; 
also it is significant at a time when domestic milk production is running ahead 
of last vear and heavy surpluses, in the form of butter, cheese, and skim powder, 
are finding their way into the Government’s hands. This is not a time when we 
should be cutting off market outlets for domestically produced milk, but rather 
it is a time when we should be developing additional markets. 

Milk costs —As an example of the cost of skim milk for manufacturing pur- 
poses over a period of time, the following prices, as established by the New 
York Market Administrator and Federal Order 27 for such milk, are noted: 


Per 
hundred- 

weight 
January 1951 ‘ . 452 
March 1953- - - - . 741 


These prices are what the farmer is paid and they do not inelude additional 
expense, such as cost of receiving, transportation, and cream separation. 

It is quite obvious that the price of skim milk has risen sharply since January 
1950 and this reflects the effect of the skim powder support program in increasing 
and holding up these prices. 

With 1953 skim powder support prices set at 14 and 16 cents per pound for 
roller and spray, respectively, the raw material cost of casein will remain relatively 
high. In the face of uncontrolled imports, no casein manufacturer will continue 
to make material he cannot expect to sell in reasonable competition with outside 
easein. For your information, the bulk of the casein now being imported is 
selling at 1514-17 cents per pound, duty and freight paid, coast port, with some 
imported casein selling at 22 cents per pound. 

Uses of casein.—-Casein is used by many industries, including the paper, glue 
and adhesive, paint, aircraft, tire and rubber, floor covering, plastics, insecticide, 
printing, textile, fermentation, chemical, and to a lesser degree by the pharma- 
ceutical and food industries. These varied applications make use of several, 
unique technical properties of casein involving its ability to act as a coating, 
adhesive, emulsifying, foaming and stabilizing agent and involving its chemical 
makeup in terms of the variety and amounts of amino acids it contains. 

Essential nature of domestic casein industry.—Considering the many, wide- 
spread, industrial applications of casein, it is not logical to have this country 
depending entirely on a supply of outside casein to satisfy these uses, particularly 
under present-day conditions which can produce an emergency and create intense 
demands on our defense and total industrial effort. The dependence of domestic 
users on a domestic supply of casein was brought out sharply in the fall of 1950 
when the Korean situation developed into a war scare. Casein users bought 
heavily, domestic inven ories were rapidly depleted and production was hard 
pressed to keep up with orders. 

Duty on casein.—The present duty on casein is a flat 2% cents per pound. This 
duty is meaningless in terms of its ability to control imports and to permit reason- 
able competition. Curreney devaluation and manipulation of exchange rates 
readily obscure a duty of this amount. If the domestie casein industry were to 
seek relief under the import fee provision of section 22 of the Agricultural Ad- 
justment Act to the upper limit of an imposed fee or duty amounting to 50 per- 
cent ad valorem, the increase in fee over the present duty of 2%4 cents would 
amount to something like 2'4 to 3%4 cents per pound. This is because casein has 
an apparent value in countries of origin of 10-13 cents a pound on a big percent- 
age of the casein now coming in 

Casein import quotas under section 104.—Before discussing our thinking on 
future legislation involving import controls, I should like to review briefly the 
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history of casein import controls under section 104 because I think you should 
be aware of what has been done on casein import controls under this legislation, 
a though I cannot explain why the casein control was administered as it has 
een. 

The first import quota on casein was established under DFO-3 (determination 
relating to imports under Defense Production Act), dated August 9, 1951. It 
was limited to the quantity imported during the year July 1, 1950, through June 
1951. PMA authorized 51.9 million pounds to come in between August 9, 1951, 
and June 30, 1952, this being in full proportion to the 12 months’ base quota of 
57.5 million pounds. The domestic casein industry protested this determination 
to the Secretary of Agriculture on February 20, 1952, as being too high and if 
permitted to continue, it would have all of the effeets noted under seetion 104. 
The industry pointed out that the base period, 1950-51, was unusual beeause of 
the Korean situation which prompted a buying scare and encouraged unusually 
high imports. The industry’s protest was refused. 

In June 1952, the industry reeommended a quota for the 1952-53 fiseal period 
of 25 million pounds whereas a quota, under section 104, as amended, of 40 million 
pounds (plus the optional 15 percent) was determined. The quota was divided 
into proportionate, 4-month subquotas. Before the end of the first 4-month 
period 2 things were done; the second 4-month subquota was opened for licensing 
and the annual quota was stepped up the allowable 15 percent, bringing the total 
quota to 46 million pounds. Then in December 1952, or about half-way through 
the fiseal period, the quota was lifted completely and there have been no import 
controls on casein since. Removal of controls has further discouraged domestic 
production to the point that practically no casein is being produced in the United 
States today. Such administrative action is certainly contrary to section 104, 
as amended, wherein it is stated that imports shall be limited to such quantities 
which will not impair or reduce domestie production of the commodity below 
present or other levels deemed necessary by the Secretary of Agriculture. 

Petition under section 22.— Inasmuch as investigation No. 6 by the Tariff Com- 
mission, under section 22, as directed by the President on April 8, 1953, did not 
include casein, the domestic casein industry filed a petition with the Production 
and Marketing Administrator of USDA on April 21 setting forth the facts which 
it felt justified a hearing before the Tariff Commission pending such a recom- 
mendation being made to the Secretary of Agriculture, to the President, to the 
Tariff Commission. The petition recommended a quantitative limitation based 
on 50 percent of the average quantities of casein imported annually during the 
full vear period, 1948 through 1952. Imports during this period averaged 45.72 
million pounds annually and 50 percent of this would be 22.86 million pounds 
annually. 

As of this date, we have received no notice as to what action, if any, will be 
taken on this petition. 

Future legislation.— The experience of the domestic casein industry points sharply 
to the need for continuing import controls on dairy products, including casein, while 
a support program on milk is in effect in this country. 

Legislation, whether temporary or permanent, must permit immediate action 
to impose import quotas or even embargoes, where and when necessary. To per- 
mit most effective administration, this legislation should carry a minimum of dis- 
cretionary power and in particular, it should avoid the weakening effect of the 
“15 percent” type of quota adjustment clause used to amend section 104. 

Further, it is apparent that import controls, to be effective, must depend on 
quantitative limitations and not on fees or duties, since the desired effect of the 
latter can be circumvented by currency devaluation and manipulation of exchange 
rates. 

As concerns the immediate legislative situation regarding import controls on 
dairy products, it is our opinion that section 104 should not be dropped on June 
30 but rather that it should be continued. We do not feel that section 22 of the 
Agricultural Adjustment Act or the simple extension of the Trade Agreements 
Act provide, in their present form, adequate means to promptly and effectively 
control dairy-product imports. 

Section 104 does seem to us to permit prompt and effective control of imports, 
by reason of the quotas and embargos which can be applied when it is determined 
that there is an interference with domestic production or increased burden to the 
Government under a support program. 

Although the casein industry is not at all pleased or happy with the way section 
104 has been administered as far as casein import controls are concerned, it still 
feels that section 104 should be continued until other, equally effective but less 
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discretionary, legislation can be enacted or while studies of our total import- 
export situation are being made. 
Recommendation.—It is the recommendation of the undersigned domestic casein 
producers that: 
Shp Pestle 104 be retained in the Defense Production Act, as amended and 
extended, 
(2) Casein be included in this legislation as a basie dairy commodity for 
the purpose of establishing import controls on this material. 


J. G. Brereton, 
President, Sheffield Chemical Co., Inc. 
Ss GILPIN, 


Vice President, the Avoset Co. 
R. J. Dury, 
President, Champlain Creameries, Inc. 
R. C. Dayton, 
Procurement Manager, Rieck Dairy Co. 


Mr. Brereton. My name is John G. Brereton. I am president of 
Sheffield Chemical Co., Inc., a division of National Dairy Products 
Corp. with business headquarters in Norwich, N. Y. 

The statement which follows is presented on behalf of the four 
major domestic manufacturers of casein, a dairy commodity made 
from fluid skim milk. These manufacturers are Avoset Co., of 
Philadelphia, and San Francisco; Champlain Creameries, Inc., of 
Plattsburg, N. Y.; Rieck Dairy Co., Pittsburgh, Pa.; and Sheffield 
Chemical Co., Inc., of Norwich, N. Y. 

I think the subject of casein is perhaps unfamiliar to most of the 
committee, so for that reason I should first like to teil you very briefly 
what casein is, and then proceed to develop the reason why we feel 
that a statement regarding it before this committee is important. 

First of all, I think you should know that casein is the principal 
proteim constituent of cow’s milk and it 1s found only m milk. It is a 
substance which gives milk its white appearance. Commercially, 
casein is obtained by curdling skim milk and by washing and drying 
the curd to produce a granular end product relatively pure in protein. 
Though not so well known to the public as skim powder, butter, or 
cheese, casein is nonetheless a basic dairy commodity in terms of the 
tonnage normally produced, and I refer you to the table on page 5, 
which gives the production of this product over a period of years, 
as well as the imports which I will comment on later. 

This product is also an essential material in terms of the multitude 
of important industrial applications which it has. For instance, 
casein, if you will refer to page 5, is used in a great number of industries, 
including paper, glue, and adhesive, paint, aircraft, tire and rubber, 
floor covering, plastics, insecticides, and so forth. 

We feel that a product of this consequence from an industrial appli- 
cation point of view is something which you should know about, be- 
cause it does have a position in our economy. 

This particular industry, gentlemen, has been caught between two 
economic forces which have practically put it out of existence. First 
of all, we have a price-support program on milk which is established 
price formula, which are contributing to relatively high raw material 
costs for this material. On the other hand, we are caught with an 
uncontrolled import situation in the sense that casein can come into 
this country in any quantity. 

You are familiar with the fact that recently dried milk products 
were embargoed. In our opinion that is going to have the additional 
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effect of causing milk in some of these outside countries to go into 
casein, since it is a product which can be made from dry skim milk; 
and casein, in increasing quantities, will continue to flow in here. In 
other words, this country is virtually a dumping ground for that par- 
ticular commodity. 

This particular commodity is one which this country has made in 
quantities upward to 48 million pounds a year. You should know 
that 100 pounds of milk will produce about 2.3 to 2.7 pounds of casein, 
and that if this country were producing approximately 40 million 
pounds of casein, that that would be equivalent in approximate terms 
to one-hundred-and-thirty-odd million pounds of skim milk powder. 
We feel that this is no time for this country to be turning down outlets 
for milk. We have a program under way involving the dairy processor 
and the dairy farmer to find better, newer, and more stable markets 
for milk, and here we have a situation where actually a lot of milk, the 
equivalent of one-hundred-and-thirty-odd million pounds of milk pow- 
der, which, gentlemen, is 60 percent of what this Government bought 
in 1952-53 support program, we have that kind of market being lost, 

You may ask what is the background on this particular product, why 
is it in the position that it is without any import control. Actually, 
casein was a product listed under section 104 as originally written and 
amended. We havetgiven the detail of what has happened with 
respect to the quota on casein. On page 6, if you will refer to that 
page, you will note that this particular commodity at the time we 
first went under section 104 was given a quota of 51, practically 52 
million pounds. Our industry protested that quota as being too high 
and if it were permitted to continue would bave all of the effects noted 
under section 104, namely, to reduce domestic production to interfere 
with marketing and also to cause additional burden to the Government 
under its support program on skim milk powder. That particular 
protest was denied. We had a renewal of section 104, and at that time 
a second quota was determined of 40 million pounds. That quota was 
permitted to be handled in a fashion which I think practically speaking 
made it meaningless. 

First of all, we split the quota up, or the quota was split up into 
four sections for purposes of licensing. ‘There were three 4-month 
periods, excuse me. Midway or approximately part way through the 
first period the licenses for the second period were advanced and then 
before the end of the first 4 months we also had the 15 percent permis- 
sible allowance, or increase under the amended section 104 granted, 
and a few months later the quota was terminated completely. 

We presented this particular problem to Congressman Andresen’s 
subcommittee. We have also discussed it before the Senate Com- 
mittee on Agriculture and Forestry. 

In addition, we have filed a petition under section 22. We filed 
that petition, I believe, on April 21, setting forth facts which we felt 
justified a hearing before the Tariff Commission. Since the directive 
given the Tariff Commission did not include casein, despite the 
product was not on the list, I expect since the controls were listed it 
was removed from the list. Anyway, we filed such a petition. We 
have made a recommendation that we would like to see a quantitative 
limitetion based on 50 percent of the average quantities of casein 
imported during the 5-year period 1948 through 1952. As of this 
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date, we bave not heard what action, if any, will be taken on that 
petition. 

! should like to conclude by empbasizing the fact that this particular 
industry is a living example—or I guess vou might say it is practically 
a dead example—of what happens when you have a_ price-support 
program on a commodity—and in this case we are talking about a 
dairy product—without having quantity import controls. 

This particular industry is on its way out—from 48 million pounds 
of casein a year prewar, 0 1952, down to 7 million pounds, and this 
vear probably something around 3 million pounds. 

This industry, I think, to use Senator or Congressman Andresen’s 
words, “is being liquidated.”’ It is, therefore, an example that if you 
are going to have support programs you are obliged in our opinion to 
back that up with proper control of imports. 

As to legislation, | think that subject has been very well covered 
here, and I would perhaps be naive to attempt to add anything to it, 
except to say that in our opinion we feel that import controls must be 
on a quantitative basis rather than on an import-fee basis, because we 
are completely familiar with the fact that, in the case of casein —now 
having an import fee of 2% cents a pound—with devaluation of 
currency, manipulation of exchange rates, the import fee itself is of 
consequence in keeping that product out, or having the product come 
in under reasonable terms. 

Furthermore, we support the other members of the dairy industry 
over a period here today that section 104 ought to be continued on the 
basis that-——and that is despite the fact that this particular industry 
is not happy with its treatment under section 104-—it has provided 
overall effective control of dairy products. 

1 think that it is necessary at times to have embargoes, and that 
is the kind of thing that is possible with 104. 

Furthermore, we would like to suggest that casein be considered a 
basic dairy commodity in any legislation which this committee may 
consider. I do not wish to involve myself in a discussion of whether 
section 22, as it is, is the only answer to this problem. I do feel, how- 
ever, that there are uncertainties in section 22 that present problems to 
the industry, that present uncertainties to it, and that, for that 
reason, we would like to see 104 continued until such time as we have 
section 22 perhaps amended on a basis which will permit administra- 
tion of that law to make it more effective than it seems to have been 
up to this point. 

That is all | have to say, Mr. Chairman. 

Mr. Gamsir. Why wasn’t it—or isn’t it included as a basie dairy 
commodity? Is that because it is a new product, or relatively newer 
than some of the others that are included? 

Mr. Brereron. Casein is, practically speaking, as old as milk 
powder, in terms of its being a commercial product obtained by the 
treatment of milk. Our particular business, or its predecessor, the 
Shetlield Farms Co., has been in the casein business as far back as 
1912, or for a period of over 40 years, 

Mr. Gamsue. Then, basically, why isn’t it included? I am asking 
for information. 

Mr. Brereton. I don’t have a good answer to that, except to say 
that perhaps we have a dairy product here on which, to quote a term 
mentioned earlier in these hearings, some ‘“gambling”’ is being done to 
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see what happens when you have a price support program on milk 
and no quantitative limitation on a basie product made from milk. 
If you are going to take that kind of a gamble, you have to run the 
risk of what is going to happen to the industry. Here is one case 
where the industry has gone down the drain, because we are trying 
to make a product from relatively high-priced raw material, namely 
milk, without any protection against imports. Casein can come in 
here for about one-half of our cost of making it, and that in our 
opinion does not represent a reasonable competitive situation. The 
net result is that the industry is being liquidated. 

The CHarrmMan. Isn’t casein considered a dairy product? 

Mr. Brereton. Yes, it is, and the wording of 104, I believe, was 
such as to make casein very much a dairy commodity. Section 104 
refers, | believe, to import controls of ‘other dairy products’? and 
since casein is a product of milk, it is a dairy product. The Secretary 
of Agriculture considered casein an essential dairy product by deter- 
mining a quota for the 1951-52 and 1952-53 periods. 

In our opinion, based on the volume involved, or rather the tonnage 
consumption of casein in this country, it is a basic dairy commoditys 
I would like to encourage consideration by this committee of the point 
which | mentioned previously; namely, that this is not a time when 
the country should be turning away from market outlets for milk. 
If anything, we should be trying to do everything we can to find ad- 
ditional outlets for this particular product. 

Thank you, Mr. CHarrmMan. That is all I have. 

Mr. Tatue. Mr. Chairman, may | ask a question? 

Have you testified before other committees in connection with vour 
program? 

Mr. Brereron. Yes, sir; we have testified before Congressman 
Andresen’s subcommittee. 

Mr. Tauue. This year? 

Mr. Brereron. Yes, sir; before the House. We have testified 
before the Senate Committee on Agruculture, Senator Aiken’s com- 
mittee, and that was just done about 2 or 3 weeks ago. 

Mr. Tauue. So, this is the first year vou have appeared? 

Mr. Brereron. That is correct, sir. 

Mr. Mumma. You say this is a “relatively high-priced raw 
material’’? 

Mr. Brereron. | said “relatively high-priced raw material,” 
meaning that—— 

Mr. Mumma. It is out of skim milk? 

Mr. Brereron. That is right, referring to skim milk. 

Mr. Mumma. What percentage of the skim milk in the country is 
dumped down the drain now? It is a big item; isn’t it? 

Mr. Brereron. This particular year you have milk being produced 
in greater quantity than in earlier years. Whether we will have a 
total annual production exeeding 1952, we don’t know; but we are 
going now at a faster rate than we did a vear ago. 

Mr. Mumma. I am just trying to go down the allies of the thing. 
I am not talking about casein. 

Is there any competitive situation now responsible for the decrease 
in vour sales? Hasn't casein, since you can get oils and other ma- 
terials for paint, gone out of the picture for paint a little? 
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Mr. Brereton. No; the annual usage of casein, as well as we can 
figure it, using production and import figures over a period of time, 
seems to be holding up in the range of 55 to 65 million pounds, which 
suggests that, if there are certain uses which have gone by the board, 
there are new ones taking their place. 

Mr. Mumma. You say you have gone out of the picture. 

Mr. Brereron. This particular industry has. That is, the domestic 
producing industry is going out of business for the reason that it 
cannot make casein from the high-priced, raw material, skim milk and 
still be able to sell in competition with casein, which can come into this 
country for one-half of what it costs us to make it. In other words, 
casein is still being used but it is not domestically produced casein. 

Mr. Mumma. | can’t figure it out when vou call skim milk a high- 
cost material, because I have personally seen friends of mine pour 
many a can of it down the sewer, and also give it away to anybody 
that would come and get it. 1 am not arguing with vou, but I am 
somewhat familiar with casein paint, and I know of all the propaganda 
that was put behind it in the war, when oils were scarce. Today the 
sales of that paint are falling off a good bit. I don’t know what per- 
centage of your casein goes into paint. It does have a lot of other 
uses. That is my own personal experience and knowledge of the 
situation. Do you buy skim-milk at other places, or is this all the 
National Dairy field? : 

Mr. Brereton. The bulk of our skim milk is purchased from the 
Sheffield Farms Co. for the reason that their cream separating plants 
are located near our casein plants. 

Mr. Mumma. This is National Dairy, too? 

Mr. Brereron. That is right. 

If you will refer to page 4 as to prices of skim milk as we have 
them in Federal Order 27 in the New York area you will see prices 
have gone from 31 cents a hundredweight in January ’50, to 74.1 in 
March of 1953, with a peak of 77.7 in July 52 and January ’53. That 
price, incidentally, is before the addition of other expense, which is 
incurred in the receiving of the milk, the separation of the milk and 
the transportation of the milk. This is the price that is paid to the 
farmer. 

Mr. Hiestanp. Mr. Chairman—— 

The CuatrMan. Mr. Hiestand. 

Mr. Hrestanp. With regard to this casein industry, not asking 
the figures for your company, but what are the industry figures? 
How large was it at its peak, dollars? 

Mr. Brereron. Well, if you were to use an annual production 
figure of 48 million pounds, and you were to assume further that 
during those periods the selling price was 20 cents a pound, you 
would have presumably an 8 to 10 million dollar industry. At pres- 
ent domestic manufacturing costs and selling prices, the value of 
this industry would be about double for the same tonnage, or around 
$20 million. 

Mr. Hrestanp. And actually your raw material is skim milk? 

Mr. Brereton. That is right. 

Mr. Hrestanp. Casein is your finished product? 

Mr. Brereton. Yes, sir. 

Mr. Hiesranp. What country is shipping the casein into this 
country? 
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Mr. Brereron. The Argentine, New Zealand, France, Holland, 
Denmark, in about that order. 

Mr. Hiesranp. Further supplementing Congressman Mumma’s 
question, is as much casein now being used in the paint industry as 
it was 3 or 4 vears ago? 

Mr. Brereton. My opinion, and we are not in the paint business 
as were some of the original casein manufacturers in the country, is 
that probably less casein is being used in casein paint than in earlier 
years. 

Mr. Hiesranp. It is not possible for you, then, to import your basic 
raw material and manufacture casein? 

Mr. Brereron. No, sir; we are making it from fluid milk. This 
product is made from fluid skim milk. 

Mr. Hiestanp. Which must be purchased here? 

Mr. Brereron. That is correct. 

The Cuarrman. Are there further questions? 

(No response.) 

The CuarrmMan. Thank you very much. 

Mr. Fromer, counsel, Cheese Importers Association of America. 


STATEMENT OF MARTIN A. FROMER, COUNSEL, CHEESE IMPORT- 
ERS ASSOCIATION OF AMERICA, INC, 


Mr. Fromer. Thank you. The Cheese Importers Association of 
America is a nationwide organization of cheese importers comprising 
in its membership importers of a major portion of the cheese imported 
into the United States. Its offices are located at 51 Chambers Street, 
in New York City. The association is opposed to the renewal of 
the existing provisions of section 104 of the Defense Production Act. 

I have a statement which I would like to place in the record, and 
in view of the lateness of the hour, direct myself to this controversy 
of section 22, versus section 104, section 22 of the Agricultural Adjust- 
ment Act versus 104 of the Defense Production Act. 

(The statement of Mr. Fromer is as follows: ) 


STATEMENT oF Martin A. FRoMER, CouNSEL, CHEESE IMPORTERS ASSOCIATION 
oF America, INc., TO THE HousE BANKING AND CURRENCY COMMITTEE, WITH 
REGARD To RESTRICTIONS ON CHEESE IMPORTS 


Mr. Fromer. We have previously presented testimony to the Senate Banking 
and Currency Committee opposing the continuation of the provisions of section 
104 of the Defense Production Act, under which imports of cheese are now being 
restricted. We have also testified before the House Agriculture Subcommittee 
on Dairy Products and the Senate Agriculture Committee in the same connec- 
tion. We now offer this committee some of the salient facts with regard to 
imports of cheese and the effect of said imports on the domestic market and 
production. 

At the outset, we submit tables of statistics, setting forth the amount of cheese 
imported into the United States by type and variety from 1938 to date, as well 
as statistics with regard to types and varieties manufactured in the United 
States from 1931 to date; a table of the relationship of imports to domestic 
production from 1931 to date; and graphs which visually demonstrate the content 
of the said statistics. 

Domestic cheese production has inereased from 491,963,000 pounds produced 
in 1931, to 1,195,000,000 pounds produéed in 1952. In the same period, per 
capita consumption has increased from 4.4 pounds to 7.7 pounds. Imports, on 
the other hand, have decreased from 61,991,000 pounds in 1931 to 49,062,000 

unds in 1952. Cheese importation of foreign types is historical in che United 
States and is not a new industry entering the American market to damage and 
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destroy American production. On the contrary, the United States production 
of foreign types of cheese derives from a market created and established by imperts, 
and copied to some extent by domestic producers. It is worthy of note that domes- 
tie production of foreign types of cheese has been steadily increasing and that 
increased production and consumption of cheese generally reflects itself in increased 
production of foreign types of cheese. Production of Italian types of cheese in 
America has grown from 3,493,000 pounds in 1931 to 63,390,000 pounds in 1952. 
Swiss cheese production has increased in the same period from 28,234,000 pounds 
to 104,535,000 pounds. Blue cheese, which was not produced in the United 
States at all in 1931, was developed and introduced from abroad and in 1952 
accounted for a production of 11,215,000 pounds of cheese. Cheese imports of 
foreign types have been a stimulus to domestic production. The domestic 
cheese industry is a colossus compared to the trickle of imports from abroad. 
Even in 1950, when cheese imports reached the highest level since prior to World 
War II, the total of imports did not reach the amount imported before the war. 
In the same period, however, domestic production increased from 708,500,000 
pounds in 1939 to over 1,191,000,000 pounds in 1952. Also, in the same period, 
per capita cheese consumption increased from about 5.7 pounds per capita in 
1988, to 7.5 pounds per capita in 1950 and 7.7 pounds per capita in 1952 

The price of cheese in the United States is not seriously influenced or affected 
by cheese imports, but rather by an abundant milk supply, reduced butter con- 
sumption, and large cheese production. Prices of imported foreign types of 
cheese are substantially higher than domestic cheese. Imported Swiss cheese, for 
example, sells at retail for over 40 cents per pound higher than domestie Swiss 
cheese, Domestic Swiss cheese production has been doubled in the last 10 years. 
In the period from 1948 to 1952 alone, domestic production of Swiss cheese has 
increased from 70,665,000 pounds to 104,535,000 pounds per year, an increase at 
the rate of almost 10 million pounds per vear, and a new all-time high for the 
fourth successive year. The total 1952 import of this variety amounts to 
7,561,000 pounds and is smaller than the annual rate of increase in domestic 
production, and smaller than 1951 imports of the same type of cheese. 

Prices at which imported blue cheese sells to consumers are from 14 cents to 
21 cents per pound more than domestic blue cheese. A recent survey at such 
stores as A. & P., American Stores and Food Fair Stores, indicate a price for 
domestic cheese of from 68 cents to 73 cents per pound and for imported cheese 
of 87 cents to 89 cents per pound. Domestic production has inereased to 
11,215,000 pounds in 1952, an inerease of almost 6 million pounds over the previous 
vear’s production while imports were cut about 2 million pounds by import 
restrictions. 

With regard to Italian types of cheese, imported Italian cheese is substantially 
higher in price than the domestic produet. Italian Provolone and Reggiano 
cheese sell from 30 cents to 50 cents per pound higher than the domestic product. 
Domestie production of Italian types of cheese is higher than it ever has been, 
with the exception of the vear 1946. 

It is well recognized that the imposition of import restrictions seriously jeop- 
ardizes our own agricultural exports, including such products as cotton, tobacco, 
fruit and even dairy products. The chief countries from which we import foreign 
cheese are among our best customers for agricultural products. The reeord of 
our agricultural trade with these countries during 1951 was as follows: 


United States agricultural trade (1951) 


{In millions of dollars] 


Exports Imports 
France 148.0 27.5 
Italy ‘ 212.8 47.1 
Netherlands 157.5 40.4 
Norway 32.1 | 6 
United Kingdom 501.0 17.1 


Source: U.S. Department of Agriculture, Office of Foreign Agricultural Relations. 


The problem of the decrease in our agricultural exports and the necessity for 
these exports becomes more acute each day. Depriving our foreign customers of 
currency with which to purchase our exports, by denying them a market here for 
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their products, only serves to accentuate our own problem. This is especially so 
in the case of cheese inasmuch as the volume of our imports of cheese are less than 
the established market here requires, as demonstrated by the fact that the present 
level of imports is lower than imports prior to the war although cheese consump- 
tion has almost doubled. Furthermore, the price of imported foreign types of 
cheese is bigher than the support price for cheese and than the level of prices of 
domestically produced cheese. 

We submit that the action of placing restrictions upon imports of cheese which 
are priced at or above support prices and at or above the prices of domestic 
cheese places the imagined good of the dairy industry ahead of the good of the 
Nation as testified by various important producer organizations and extensive 
studies of the Nation’s economic needs. 

The statement has been made by those seeking to restrict the importation of 
dairy products that the present price-support program is drawing heavy imports. 
This is certainly not the case with cheese as the facts indicate that neither the 
volume of imports, which is lower than the prewar level, nor the price, which is 
higher than that of the domestie product, would justify such a conclusion. 

The ‘“‘dairy problem’? which is being considered by this committee was not 
created by cheese imports. We do not believe that there can be any serious dis- 
agreement on that point. It is reeognized that the main contributing factors to 
the present situation is increased milk production, decreased butter consumption 
and the growing use of substitutes. If there were not a single pound of cheese 
imported, the problem would still be the same—in fact, even more serious. The 
fact is that the surplus problem we face has developed under an import-restriction 
program, and, we are inclined to believe, from the overstimulation of domestic 
production under such a program. In November and December 1951, when we 
complained to the Secretary of Agriculture that there was a shorts ge of foreign 
types of cheese and that import restrictions should be removed, the answer we 
received was that the restrictions were required in order to stimulate milk pro- 
duction. Now that milk overproduction has resulted, we are told that imports 
must be kept out, regardless of the price, in order to cure the surplus situation. 
‘The two-edged sword nature of the three criteria in the Defense Production Act 
is apparent from this actual experience. 

The cheese importers are a group affected with a personal interest in this matter. 
So, also, are domestic cheese producers. We urge that bevond the facts, statisties, 
and argument which we submit herewith, showing a steadily increasing cheese 
production through the vears, without any similar increase in imports, that the 
results of various studies of the subject by experts and organizations with a wider 
overall interest be given substantial weight. 

In this connection we refer this committee to the report by the Publie Advisory 
Board for Mutual Security. This Board is composed of representatives of busi- 
ness, labor, agriculture, and finance. The investigation of this Board was extensive 
and continued over a period of 6 months. Heading the list of its 10 reeommenda- 
tions was the proposal that decisions on foreign trade policy be based on national 
interest rather than the interest of particular industries or groups. The Public 
Advisory Board’s report states that “if this country does not take measures to 
facilitate an increase in imports, United States exports will fall and American 
industry and agriculture will be seriously affected.”” Among the 10 recommenda- 
tions of the Board is the repeal of section 104 of the Defense Production Act and 
the elimination of quotas on agricultural products. This report is the result of a 
detailed study of the problem involved, not from the point of view of the domestic 

roducer, importer or exporter alone, but of the welfare of the country as a whole. 
The report is significant in that its reeommendations are based as much on the 
need for strengthening the domestic economy as on the desirability of aiding 
friendly foreign nations. In the case of agriculture, the report points to our 
particularly great stake in exports. Exports accounted for more than 20 percent 
of United States production of 6 key agricultural commodities, and of these, rice, 
cotton and wheat exports were over 35 percent of total output. 

Recognizing the facts implicit in the above figures of our foreign agricultural 
trade, the outstanding farm and agricultural organizations in the United States, 
including the American Farm Bureau Federation and National Grange, have 
strenuously opposed the continuation of this section of the act. 1 quote from the 
press in this connection: 

“In a statement issued today outlining its position, the Farm Bureau said ‘an 
outmoded United States foreign economic policy is enabling Russia to gnaw away 
at Western European trade and steal the United States farm market bit by bit.’ 
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“The National Grange outlined a similar viewpoint in the current issue of its 
national monthly. 

“Both said Great Britain and other Western European countries are cutting 
down on American farm products because they don’t have enough dollars. 

“They said these countries are not permitted to earn dollars in this country 
because of restrictive United States tariff and trade policies. 

“As a consequence, they said, these countries are entering barter agreements 
with Russia under which they get Russian farm products in return for Western 
Huropean industrial products which this country would like to keep away from the 
Soviets * * *, 

“The Grange, in its statement, asked: 

“*Why has Western Europe been compelled in the current year to buy a 
eet of her feed grains from our mutual political enemies behind the Iron 

‘urtain? 

“*We, as a Nation, cannot abandon the idea of being commercial allies and 
expect to be successful as political or military allies. We must sell food to Western 
Europe, but if we do, then must import the things she has to sell.’ ”’ 

In addition to the farm organizations and agricultural groups which oppose the 
continuation of restrictions against imports, there has been a wave of opposition 
expressed by trade groups and industrialists throughout the United States. The 
Detroit Board of Trade published a statement of policy on November 1, 1952, 
which characterizes the quota system as ‘‘the most vicious type of trade restric- 
tion,’’ and goes on to state: 

‘Perhaps the worst example of the use of the quota system is contained in 
section 104 of the Defense Production Act of 1951. In this legislation Congress 
placed extreme restrictions upon the importation of various cheeses from European 
countries—primarily the Scandinavian nations, Holland and Switzerland. * * 

“The effect of this legislation upon our friends in Europe was most severe. 
Through the Marshall plan we had spent tremendous sums of American tax 
dollars in order to improve the dairy industry of these various nations so that 
they would be able to sell these natural products to the United States thus obtain- 
ing dollar credits to exchange for those manufactured goods they so badly need 
to import from this Nation. Section 104 of the Defense Production Act nullified 
much of the good accomplished by foreign aid and American tax dollars over 
the past 4 vears. * 

“The establishment of quota restrictions within the United States makes it 
virtually impossible for us to argue or to fight against quota restrictions placed 
by other nations on American products. The quota system is contrary to every 
principle of private business and free enterprise.”’ 

The National Foreign Trade Council, at its 39th convention in November 
1952 published a declaration of policy which pointed out that ‘‘increased imports 
are necessary also in order to enable other friendly nations to pay for the goods 
and services they need from this country, thus helping to preserve and expand 
the foreign markets upon which our future export volume will depend.”’ 

The poliey of ‘trade, not aid” has been heralded throughout the country as 
the way to greater security and economic stability in the free world. The State 
Department, recognizing the validity of ‘‘trade, not aid,’’ is continuing that policy 
in the present administration. In the press of March 4, 1953, Mr. A. Z. Gardiner, 
economic adviser in the Department of State, was quoted as making the following 
statement before a meeting of the Tea Association of the United States: 

“We can hope for a continuation of a policy which originated in the thirties 
and which looks to the removal of restrictions in our import program and in the 
import programs of other countries—elimination of barriers to trade which provide 
an undesirable and unwarranted degree of protection for domestic markets. If 
other countries are to earn our dollars, which they need to enable them to purchase 
our exports, they must be able in turn, to sell more freely to the United States.” 

The State Department but recently issued a very informative booklet under 
the title ‘Together We Are Strong’’, which, in very simple and direct language, 
points out that import restrictions stifle trade to the detriment of the country as 
a whole. We quote from this publication as follows: 

“In 1951 we sold to other countries $4 billion worth more of goods than we 
bought from them. Since 1920 our sales have been approximately $70 billion 
more than our purchases. The difference has been made up largely by the United 
States giving or lending these other countries the dollars to buy our goods. The 
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net result has been, in effect, a subsidy of our export business. Without this, 
our export business would have been cut way down. Our cotton, tobacco, and 
wheat farmers, our machine-tool, chemistry, and oil-product industries would 
have lost the market for a large part of their total output. 

“On a permanent basis this kind of subsidy is not a satisfactory way of doing 
things. The other nations do not care for it. Wedo not. It is necessary under 
prevailing conditions, but only as a temporary expedient. 

“These other nations must be given a fair chance to earn the dollars they 
need * * *, 

“Most of these nations produce goods of some kind. They would like to sell 
these goods to us. 

“The catch has been that we, in many cases, have refused to permit them to 
do so * * *, 

“We have preached increased productivity to these nations. Higher produe- 
tivity as the way to prosperity and therefore to peace is the theme song of our 
mutual-aid programs—more goods and more jobs as a better life for more people. 

“But without increased international trade, increased productivity makes 
little sense. To increase productivity countries usually have to buy goods from 
other nations, and to pay for them they have to sell their own products. No 
nation is self-sufficient, and so failure to increase trade between countries really 
stifles rather than helps greater production. 

“The goods these nations wish to sell us are limited in quantities. Against 
our Own gross national product of over $325 billion a vear they are barely more 
than a trickle. This trickle is, however, of tremendous importance to the produe- 
ing nations. Frequently it is the margin between being able to pay for United 
States goods or not being able to pay for them. 

“And they need our goods. They must have them. Otherwise the defense 
program and the ‘brave new world’ program both will fall flat on their faces.”’ 

The effect of the imposition of restrictions against cheese imports can be deter- 
mined by comparing figures for the fiscal year July 1950-51 with the fiscal vear 
July 1951-52. In the former year, while there were no import restrictions, 
cheese imports totaled 60,670,000 pounds, or approximately the same volume 
as prior to the war, for a total value of $25,449,000. Under import controls in 
the fiscal year 1951-52, imports were cut to 43,928,000 pounds, the value of which 
was $19,304,000, or a reduction of $6,145,000. (Source: United States Depart- 
ment of Agriculture, OFAR.) While this volume is inconsequential with regard 
to our own economy, it is of enormous importance to the countries exporting 
cheese, which countries have found it necessary to ‘retaliate’? by spending less 
dollars for our own products. 

The Dutch and the Canadians have both announced that they will be able to 
take less American wheat and flour. Similarly, the other countries, including New 
Zealand, Australia, Denmark, Italy, and the rest of the countries affeeted, have 
protested these restrictions. These nations have protested again and again the 
continuance of these restrictions, and the pro-Communist elements in these 
countries have been laying great stress upon the fact that the United States 
preaches one policy but practices another. 

In conclusion, we request that the import restrictions contained in section 104 of 
the Defense Production Act be ended. The enormous injury to our own economy 
and to the friendly world is such that the alleged protection of a particular group 
does not justify the continuation of such restrietions. This is especially true in 
the case of cheese, where we have endeavored to show there is no compelling 
necessity for the imposition of such restrictions. We have, naturally, dwelt upon 
cheese as it is the product with which we are particularly concerned; however, the 
general principle applies with reference to all products. 

Trade is the lifeblood of this Nation. We had as well add brier pipes—and all 
of the other brier pipes products—to the list of restricted produets. If each 
country adopted the policy that the products it makes must be protected against 
imports, our foreign trade would be destroyed. If we don’t buy the produets of 
other nations, they cannot have the dollars with which to buy our produets. 
This includes our farm products as well as our automobiles, typewriters, ma- 
chinery, and other diversified products. We cannot forever prime the pump by 
giving away money at enormous cost to our taxpayers, to subsidize our exports. 
A strong economy demands a minimum of trade restrictions. The termination of 
the restrictions contained in section 104 of the Defense Production Act is an 
important and indispensable step in that direction, 
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United States cheese imports for consumption by variety, 1938-52 


Swiss 


PRODUCTION 


| Blue in 
with eye | Gruyere 
Period | Sens. process original 
| tion loaves 
1438 9, WO4 3,414 3, 377 
1934 10, 558 3, S83 3, 264 
1940 4,195 1, 600 1, 650 
1941 479 26 1, 695 
1942 45 178 291 
1943 52 618 
129 200 
1945 43 19 17 
1946 6 533 | 1 
1947 482 284 
1948 2, 197 | 1,021 , 977 
1949 5, 777 1, 334 1, 301 
1950 | 6,923} 1,489] 3,492 
1951 7,848 | 1, 625 | 5,049 
1952 | 7, 561 | 2, 781 | 3, 022 
Period vem Romano 
1938. (2) 415, 517 
1939. (2) 416, 056 
1940_ () 411, 708 
1941_ @) 46,876 
1942 30) 5, 994 
1943 34 8, 143 
2, 106 
1945_._- 52 461 
1946. (3) 13, 029 
1947. | 3.468 | 
21 | 5, 496 
1949__ 13 7, 982 
5, 369 
1951 76 2, 342 
120 1,401 | 5229 


[Quantities in 1,000 pounds] 


Edam 
and 
Gouda 
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Provo- 
lone 


'5, 110 
13, 292 
11,310 


= 


z 
a 


Roque- 


fort in 


original 


loaves 


! Include Provolette. 

2 Include Parmesan. 

§ Less than 500 pounds, 
‘Include Pecorino. 

5 Not for grating. 


Sheep’s 
milk 
cheese 
for 
grating 


9,260 | 3, 
12,487 4, 208 


Reg- 
giano 


Total 


all 


cheese 


5A, 433 
59, 070 
32, 625 
20, 013 
24, 218 
25, 385 

9, 045 

8, 300 
20), $20 

8, 671 
23, 557 
32, 013 
56, 189 
52, 334 
49, 062 


Compiled from reports of the U, 8. Department of Commerce for years 1938-43, and from Foreign Agri- 
cultural Trade, U. 8S. Department of Agriculture, Office of Foreign Agricultural Relations, for 1944-50- 


1951 figures preliminary, 


| | | | 
| Goya in | | 
Provo- 
original 
loaves | lette | 
4, 162 | | 21, 587 
2, 185 | | | | 22,436 
1118 (1) 21,716 
713 33 | me |) 2867 
560 | 107 | 153 | | 724 
SI TS7 
| 
927 | | 
441 | | 21 | 
$33 | 8 | | 6| 926 
906 936 38 | 1,360 
3, 756 | | 1482 
| 4,333 | 61 | 864 
| 3.585 73 | 
| | 
Sbrinz in Other | 
loaves 
| | 
2,394 7,170 
2.974 7740 
1, 584 |. | 75108 
669 | 7.614 
6, 564 696 
8,939 1,460 
1, 289 | 1,991 
| 384 _...| 2,204 
207 1047 1, 085 
408 812 729 
852 | 915 2,269 
1,394 1,375 | 
1,641 | 1,518 503 | 93g 
1,715 | 375 | 


Cheese: Quantities manufactured in the United States, 


American 


Whole 

milk 
1931 374, 648 3, LOS 
1932 370, 743 
1933 40S, 631 
1934 435, 491 
1935 468, 
1936 487, S76 
1937 492, O41 
560, 543 
1939 537, 298 
1940 602, 790 
1941 7538, 122 
1942 916, 850 
1943 765, OSY 
1944 804, 787 
1945 875, 
1946 R01, 264 
1947 932, 718 
1948 854, 447 
1949 935, 206 
1950 892, 70H 
1951 873, O80 
1952 S70, 435 
1953 


2 Prior to 1943 included in 
Included in ‘All other." 


Compiled from reports of the U 


Part 
skim 
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{Quantities in 1,000 pounds; 


Lim- 
burger 


Neufchatel cheese included for 1943 and following years 
“All other” varieties, 


. 8. Department of Agriculture 


OF 1953 


1931 to 1952 


All All 


Italian other 


Ratio of cheese imports to United States production and consumption 


United 


Year States pro- 


1951 

1952 

| Estimated. 

2 Not available. 


B47 
1, 182, 946 
1, 094, 425 


duction 


491, 963 
483, S78 


1, 171, 825 
1, 160, 926 
1, 195, 000 


Source: U. 8. Department of Agriculture and U. 8. 


[1,000 pounds] 


Import 


59, O71 
32, 625 
20, 013 
24, 218 
25, 385 


9, 045 
8, 300 


20, S20 


8, 671 


Consumption 


Imports as expressed in 


percent of— 


2.6 
wor 


Department of Commerce. 


Production 


aon 


‘ - 
215 
| 
| Brick 
Period Swiss ind Cream Blue = Total 
Muenster mold 
28, 234 35,484 8,508 33, 637 3, 493 4.851 491, 468 
25, 533 36, 973 7,897 | 31, 608 3, 795 4, 010 iS3, S78 
40, 287 36, O57 9,469 = 33, 438 4, 759 4, O76 543, 055 
39, 449 3S, 447 9,425 40, 458 5, 517 4,676 479, O18 
42, 622 37, 522 9, 5385 | 38, 971 10, 628 5. 890 620, 731 
40, O78 3s, OSL 11,982 , 40, 448 11, 361 7, 234 O41, 554 
41). 35, 643 8,165 43, 13, 520 9,171 O48, 825 
43, 44, O95 9,307 44, 056 1f, 461 11, 055 725, 325 
42. 631 4, YOU 8, 971 47. W681 20, 509 | 11, 941 708, 527 
48. 659 34, 328 8,198 51, 183 25,002 11, 440 785, 490 
55, 962 32. 066 8,088 50,012 34,303 18, 409 956, 161 
52, 561 28, 798 8, 441 47, 554 34.916 19,435 | 1,112,314 
45, 626 27, 978 6,653 170,451 28,0386 43,003 | 21, 788 993, 294 
45, 571 27, 435 7,510) 60, 440 6.835 41,721 | 20,659 = 1, 017, 206 
Ld 50, O65 14, 756 8,777 | 66,912 9,828 | 64,628 | 25,627 | 1, 116, 772 
55, 695 17, 678 9, MM 78,808) = 12,451 | 75,388 | 52,824 | 1, 106, 347 
71, 612 26, 533 66,503 10,580 38,100 24,241 1, 182, 946 
70, 665 26, 506 Ab, S16 9, 289 | 43,579 25.719 | 1, 098, 366 
S81, 043 30, 376 ) 3S, 405 S, 141 54,863 23, 369 | 1, 199, 442 
YY, 483 30, 148 «68, 753 7,657) 61,704 | 22,714 | 1, 191, 487 
92, 049 31, 880 6,589 | 73, 563 5,451 | 57,215 | 20, 261 1, 160, 926 
104, 535 34, 970 6,245 | 78,045 11,215 | 63,390 | 25,380 | 1,195, 215 
Total con- 
1931 1, 673 490, 290 61, 991 552, 281 11.2 12. 
1932 | 1, 408 482, 470 55, 623 537, 098 10.4 11. 
1933 453, 055 1, 281 451, 774 48, 397 HOO, 171 9.7 10. 
1934 579, O18 1, 377 577, 636 47, 533 #25, 169 6 8. 
1935 620, 371 1, 151 619, 580 48, 933 HOS, 51S 3 re 
1936 idl, 554 1, 136 640, 418 59, 849 700, 267 6 9. 
1937 H4s, S25 1, 156 47, 629 60, 650 708, 279 6 + 
1938 | 725, 325 | 1, 481 723,844 | 54, 432 778, 276 0 7.6 
1939 TOS, 500 | 1, 480 707, 020 766, O91 | 7 a 
. 1940 Sui 785, 490 | 2, 256 | 783, 234 | R15, 857 oO} 4. 
1941 956,161 | 91, 942 | 864, 219 S84, 232 | 3 2 
1942 } 1,121,314 | 305,019 S16, 295 840, 513 | 9 | 2. 
1943 993, 294 157, 743 | S835, 551 S60, 751 | 9 | 
1944 1, O17, 206 297, 003 720, 203 729, 248 2 ms) 
1945 | 1,116,772 | 194, 323 922, 449 |_| 930, 749 9 | if 
1946. 679 Y1Y, GOs 940, 488 | 
1947 177, 461 1, 065, 485 1, O14, 136 
1948____ | 95, 592 998, 833 23, 557 1, 022, 390 2. 
1949 eee , 5 93, 921 1, O97, 854 32, 013 1, 130, 000 2 
1950 54, 690 1, 117, 135 56, 189 1, 173, 324 4. 
S1, 000 1, O79, 726 52, 334 1, 132, 260 | 4. 
| 
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CHEESE IMPORTS, DOMESTIC PRODUCTION 
& DOMESTIC CONSUMPTION 
1931-1952 

1,100 
PER CAPITA 
800 PRODUCTION 
27 

700 ? 

4 
300 3 
| THE WAR YEARS 

100 69 IMPORTS ’ 

50 

| 

‘2 ‘3 “4 'S ‘6 ‘7 ‘9 wk) 'S “6 ‘7 1952 

SOURCE: U. S. DEPARTMENT OF AGRICULTURE & U. S. DEPARTMENT OF COMMERCE 
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RATIO OF CHEESE IMPORTS TO 
DOMESTIC CHEESE PRODUCTION 
1931-1952 
percent 12.6 

4.) 

| 

| 3 

| 2 


‘2 ‘3 ‘4 ‘Ss ‘6 ‘7 ‘8 ‘9 ‘2 ‘3 ‘4 'S ‘6 ‘7 ‘9 ‘50°51 1952 
’ e SOURCE: U. S$. DEPARTMENT OF AGRICULTURE & U. S. DEPARTMENT OF COMMERCE 
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Mr. Fromer. Mr. Reed said there is no difference between his view- 
point and the Secretary of Agriculture’s as to the need of import con- 
trols, as long as we have price support, and it would appear to be only 
in a matter of the mechanism that they differ. I think this is not 
entirely accurate. 

I think there is a lot more than the difference between 22 and 104. 

As a matter of fact, one of the essential differences is the fact that 
under 104 we are here every year concerning this legislation and taking 
the time of this committee. Section 104 is temporary legislation, 
directed to certain specified commodities. Section 22 is not. Section 
22 is permanent legislation, directed only and entirely to the price- 
support program and to protect the price-support program and do- 
mestic commodities against imports when the price-support program 
is threatened. 

Now, the Secretary of Agriculture pointed out many of the differ- 
ences besides that between 22 and 104. He pointed out that section 
22 calls for an investigation by the Tariff Commission and a determina- 
tion by the President after recommendation by the Secretary of Agri- 
culture, and that he believes that section 22 properly and promptly 
administered can provide the necessary protection for the domestic 
agricultural program. 

He pointed out a second objection—and I think this is the crux of 
the matter—that section 104 goes beyond what is needed to afford 
protection to the price-support and other Department programs. 

There are three criteria under section 104. There is only one under 
section 22. The one under section 22, as I indicated, is protection of 
the price-support program. But, with regard to 104, Mr. Gordon 
Sprague, who testified yesterday for the Department of Agriculture, 
pointed out that the other two criteria— 
relate to impairing or reducing domestic production or interfering with orderly 
domestic storing and marketing operations. This additional authority may have 
been desirable early in the emergency period, but, as a continuing authority, it is 
not needed. 

Now, it would seem to me after listening to some of the witnesses 
that section 104 hasn’t worked. I have heard the statement made 
that we have had the experience under 104 but we haven’t had any 
experience under section 22, We think we can live under section 104, 
but we haven’t been able to live under section 22 under the old 
administration. 

Now, the last witness testified with reference to casein. 1 would like 
to make it quite clear to you that casein is included im section 104 as a 
dairy product; and, in fact, restrictions upon the importation of casein 
were in effect until about 3 or 4 months ago, when the Secretary of 
Agriculture, making his determination under section 104, removed 
those restrictions. So, a continuation of 104, it seems to me, would 
not necessarily render any relief to the last witness. 

On the other hand, he can and has made an application under 
section 22 for relief, and by the filing of a petition with the Tariff 
Commission. 

Now, another reason at this point that I would like to point out 
why the Secretary of Agriculture himself, or his office, has indicated 
that he prefers 22 is—and I quote from page 5 of Mr. Gordon’s 
statement: 


33703—58——15 


221) DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 | 


The Secretary of Agriculture is charged with the formulation and administra- 
tion of price-support and other programs. It seems only fair and just that his 
recommendation with respect to interference with one of his programs should be 
subject to the review of an independent investigating body— 


such as the Tariff Commission. 


A proceeding before the Tariff Commission is well suited to the development of 
of an orderly manner of all relevant and material facts. 

} The Tariff Commission has had long experience in the conduct of this type of 
Investigation. 

Now, such an investigation is now in the courve of being concluded, 
the Tariff Commission having held hearings in the early part of this 
month, and their report will be in by the end of this week, and the 
President presumably will act with due dispatch upon that recom- 
mendatior, inasmuch as he has asked them within a limited time to 
make their findings by June 1. 

Now it would seem to me that our consideratior of whether section 
22 can act expeditiously or vot is perhaps a little bit premature until 
we see how quickly they really do acy. 

Now I would like to‘point out some more instances where section 
104 bas not worked, although the dry-milk industry has asked for 
coptinuation of 104. What is the history on 104? If we look at the 
tabulation attached to Mr. Reed’s statement with regard to imports 
since 1939, of different dairy products, we will observe that about the 
only dairy product that has a real history of imports is cheese, and that 
history of imports runs on this table from 1939 dowo to 1952, and it is 
regular and it is consistent and the tables that I have handed up in 
connection with my statement and in the graphs we have prepared 
vou will note that while domestic cheese production has about doubled 
in this same period of time, imports are on about the same level or 
slightly less, but if we take a look at dry-whole milk, we find that from 
a position of practically no imports, starting in 1951, with the advent 
of 104, we start getting imports of dried-whole milk so that in 1952, 
37 million pounds of dried-whole milk is imported and a new industry 
created, while an old established industry, the importation of chees:, 
particularly foreign types of cheese, is being seriously injured by the 
curtailment of imports to the point where the level of the imports is 
substantially less than even the prewar average, although our per 
capita consumption since prior to the war has gone up from about 
5 pounds per capita to over 7's pounds per capita. 

There is another result under 104, another experience under 104. 

I would like to give you a third experience under 104, in connection 
with cheese. Now 104 was enacted and became law in July 1951, 
and import restrictions were placed, quantitative restrictions were 
placed on various types of cheese. 

In November and December of 1951 there was a shortage in this 
country of foreign types of cheese. We couldn’t meet the demand 
from our domestic production. We couldn’t meet it from imports 
because we weren’t able to bring in stuff, and my association and a 
representative group of the Department of Agriculture met about the 
problem and we have requested the permission to import greater 
quantities, and our contention was under the criteria established by 
the act, further imports did not interfere with domestic production 
or interfere with orderly marketing or storing of cheese, or interfere 
with any price-support program. 
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The reply we got was that there was a shortage, and there was a 
shortage of milk too and that, in order to stimulate production, 
import controls had to be retained. 

Now in the spring of this year we find that production has been so 
stimulated that it has been overstimulated and now we are faced 
with keeping our imports for just the reverse of the previous reason, 
and that is in order to protect the oversupply so that you can see 
the two-edged-sword nature of the criteria in 104 of the Defense 
Production Act and that | think. is the basic difference between or 
one of the basic differences between 22 and section 104 of the Defense 
Production Act. 

Of course, as importers we are very much interested in the fact that 
we have an orderly procedure, an opportunity to be heard, an oppor- 
tunity to place the facts before a specialized board such as the Tariff 
Commission, and in effect, by renewing 104, you would be saying to 
the Secretary of Agriculture “You don’t want this power. You want 
us to go along with section 22, because vou would rather have a re- 
view by an impartial body of whether your determination concerning 
the need for controls is proper or not, but we want vou to make the 
determination and thereby foster the obligation to do so upon him.” 

With regard to the distinction of embargo or no embargo the differ- 
ence is so minute as to be absolutely nonexistent. I give vou the 
figures: With regard to butter, 50 percent of the basic period is 700,- 
000 pounds. Seven hundred thousand pounds of butter could be 
admitted, and you compare that with, in 6 weeks the Government has 
already bought 50 million on the maximum displacement, if there 
were any, would be 700,000 pounds against I don’t know how many 
millions are anticipated to be purchased. 

Is that investment worth while against the fact that we would be, 
by other means, antagonizing some of our best customers for agri- 
cultural products, as pointed out by the Secretary of Agriculture 
himself? 

As far as nonfat dry milk solids is concerned, the 50 percent in- 
volves little over a million and a half pounds in a production of | 
million pounds, and you can, I am sure, appreciate the minuteness of 
that 50 percent. With regard to cheese, it would involve 2's million 
pounds of Cheddar cheese, and the Government has already pur- 
chased in 6 weeks 48 million pounds of cheese, so that the difference 
between the complete embargo and the section 22 of the Defense 
Production Act is, I feel vou will admit, rather small when weighed 
against the advantages to be secured by having legislation on the 
books that we can face these other countries and say ‘These measures 
were on our books at the time the various trade agreements were 
entered into.” 

That, I believe, is the argument that the Department of Agriculture 
also is trying to set forth, and that is that under 22, we are not accused 
of violating our trade agreements, and under 22 we may look toward 
greater exports and not retaliatory measures on the part of various 
other governments. 

The various other arguments with regard to the advisability of 
continuing under 22 in preference to section 104 are set forth in our 
memorandum, which will be made part of the record. 

I would not like to take much more of your time by going into 
oral argument with reference to them. 


222 DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


The main points which we try to make are that as far as foreign 
types of cheese is concerned, the amount that is imported is so small 
as to not be any threat. Secondly, that the price of the foreign types 
of cheese are higher than the domestic cheese, and therefore are 
certainly not attracted here—I have heard that argument used 
many times—that our support program attracts foreign dairy products. 

What foreign dairy products may I ask have been attracted here? 
Butter has always been kept out. Cheese never reached the prewar 
level until 104 came along, we didn’t even have any imports of dry 
milk powder to speak of. 

What dairy products do I ask have been attracted by our price- 
support program? It is all, as I see it, speculation as to whether 
dairy products will be attracted here. I dare say the Tariff Commis- 
sion will no doubt come up with some restricted measure as far as 
butter is concerned. Butter has been kept out of the country for a 
great many years and the power is there under 22 to continue those 
restrictions. 

1 feel that whatever protection the domestic industry needs is 
embodied in section 22, and that as permanent legislation, it is 
certainly more adequate to the needs of the country than section 104 
of the Defense Production Act. 

The Cuatrman. All right. Are there any questions? 

Mr. Gampue. I have one question, Mr. Chairman, the same 
question | asked one of the other gentlemen: In your opinion what is 
the proportion of imports of cheese against total production of cheese 
in this country? If you have that figure. 

Mr. Fromer. Yes. I have it. In fact it is attached to our state- 
ment and visually you have a graph indicating the ratio of cheese 
imports to domestic cheese production, 1931-52. In 1931 our imports 
represented over 12 percent of domestic cheese production. In 1952 
it represents 4.1 percent. 

Mr. Gampue. That is imports today as against total. 

Mr. Fromer. Imports against total domestic production. Even 
in 1950, and 1951, prior to import restrictions, it did not quite reach 
5 percent of domestic production. 

Mr. Gamer. May I ask one other question, simply as a matter of 
information? You have all listed various types of cheeses by name 
and I don’t see any Camembert cheese, for instance. Is that covered 
under some other name? 

Mr. Fromer. No. These different types and categories so-called 
are set up under a rather arbitrary basis, namely import classification 
numbers under the Customs Act. If the United States, for example, 
negotiated a treaty with France with reference to Roquefort cheese 
then imports would come under a certain classification number for 
Roquefort cheese, and so on down the line. Edam cheese would get 
another classification number and then there would be a classification 
set up but all other cheeses on which we do not have specific treaties or 
specific agreements will come into the broad category, all other cheese. 
There is no agreement with reference to Camembert and therefore it 
comes in as all other cheeses. 

Mr. Gamsuie. That was just curiosity. 

Mr. Fromer. All those little varieties come in generally under all 
other and on the important varieties there is generally some trade 
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agreement, and, therefore, a classification is set up, and we get our 
statistics from those classifications. 

The CHarRMAN. Are there other questions? 

(No response.) 

Mr. Fromer. As a matter of fact, if I may say, it has been our 
contention that some of these foreign types such as Camembert 
stimulate domestic production, 

Mr. Gamsie. You never see foreign Camembert any more. You 
used to see it all the time, or am I wrong about that? 

Mr. Fromer. No; there is some. Perhaps it doesn’t reach down 
here to Washington. There is some in New York; perhaps not as 
much as there was before the war, because there are various regulations 
requiring pasteurization, and the French don’t like to pasteurize their 
milk for Camembert, because they say it spoils the character of the 
cheese; and they eall it, instead of Camembert, carre deles. And 
they say it is not true of Camemberts. in fact, I think that they were 
going to erect a monument to some American cheesemaker here who 
bad made some Camembert here in the little town where they were 
making the French Camembert, and they objected, because they said 
cheese made in America wasn’t really Camembert unless they pasteur- 
ized the milk. 

Mr. Merritt. Do I understand under 104 we place quotas or 
place embargoes upon products which, perhaps, under present- 
existing reciprocal trade agreements were to be let in. Is that why 
they call that a violation? 

Mr. Fromer. That is right. In 1951 we went supporting Cheddar 
cheese; the Government wasn’t buying Cheddar cheese to speak of. 
I think at 1 time they bought, perhaps this was last vear, they bought 
8 million pounds and sold it in the fall at a profit. There was no 
price-support program involved at all. 

Mr. Merriti. Do the reciprocal-trade agreements have in them 
provisions always covering the possibility of imposition of restrie- 
tions under section 22? 

Mr. Fromer. The trade agreements, as | understand it, have pro- 
visions allowing for certain conditions under which import restric- 
tions can be imposed, such as section 7, of our tariff act, so-called 
escape clause, and the argument is made that section 22 was already 
on the books at the time. It was already on the books and therefore 
the Government entered into this trade agreement fully cognizant 
of the existence of section 22, and that if imports impaired our sup- 
port program, that they may expect import controls. 

Mr. Merrity. Then vou would say section 22 is a part of the total 
reciprocal-trade agreement that is made? 

Mr. Fromer. That is right. 

Mr. Merritt. But that 104 being enacted after some of these 
treaties were made, then to impose it would be an abrogation of a 
contract with some of these foreign nations made under the recip- 
rocal-trade agreement? 

Mr. Fromer. That is exactly it. That is the point made by these 
foreign governments. I| think that point was also made in Mr. 
Gordon’s statement to this committee. 

Mr. Merritt. Is that, in your opinion, a substantial argument? 

Mr. Fromer. Oh, yes. I think it is a very substantial argument, 
if we make an agreement with another country, to give them certain 
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tariff concessions, and then our Congress meets and imposes restric- 
tions that prevents the product under which we gave tariff conces- 
sions from entering the country, I should say that that was sort of 
backhanded legislation. 

Mr. Berrs. In other words, the treaty —— 

Mr. Fromer. I may say | think it would be the obligation of the 
administrative branch that made the treaty to respond. 

Mr. Berrs. In other words, the treaty is the supreme law of the 
land over and above what legislation we pass here; is that correet? 

Mr. Fromer. No. I don’t want to go into a discourse on the treaty- 
making rights, but I say this, that if the administrative branch was 
acting within their powers in making the treaty, then that treaty be- 
comes the law of the land, unless you are going to say that—— 

Mr. Merrisy. It doesn’t become law of the land. It becomes a 
contract with another party which we can’t change as we can change 
a law. 

Mr. Gamaze. Like the Bricker amendment. 

Mr. Merriuu. That is right. 

Mr. Fromer. How much full faith and credit will this country get 
if our executive branch can’t make treaties? That is what it boils 
down to. 

Mr. Berrs. The executive branch can tie our hands; is that right? 

Mr. Fromer. No. I say they can make such treaties as vou dele- 
gate powers to them to make. Now, if the President had the power 
to make a reciprocal trade agreement and you gave him the power to 
make that agreement, then | think you are bound by what you gave 
him. 

Mr. Berrs. We didn’t give him the power. 

Mr. Fromer. From what I understand he has power to make cer- 
tain tariff concessions within 50 percent of the Tariff Agreement Act 
of 1930. You said he could reduce tariffs by 50 pereent of what you 
established as a tariff, for example, on cheese. 

The tariff on cheese is 35 percent ad valorem and a minimum of 7 
cents per pound, and you provided that the President may reduce by 
50 percent that tariff. 

Now, the President goes out and reduces that tariff by 50 percent 
and agreement was made with reference to it. | think that if he had 
the power to make that agreement vou should honor it. 

Mr. Merriti. With the treaty the supreme law of the land 
wouldn't any enactment—— 

The CHarrMan. Wait a minute. 

Will vou pardon me, If I may correct the impression which you and 
others might have, I didn’t learn until I came to Congress 22 vears ago 
that the trade agreement did not have the effect of a treaty. 

Mr. Merrity. I see. Thank vou. I didn’t know that. Then a 
subsequent law could abbrogate a trading agreement even though it 
couldn't abbrogate a treaty? 

The CuarrMan. That is right. We can abbrogate a treaty, if it is 
included in the treaty that the treaty is contingent upon the action 
of Congress later on. There is that saving clause in a treaty but 
trade agreements under the decision of the Supreme Court a good 
many vears ago that had to do with the preferential imports of Cuba, 
the Supreme Court held it was not a treaty. 
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I learned that to my sorrow because I was trying to protect my 
sugar industry. 

Mr. Fromer. There is a substantial difference between a trade 
agreement and treaty. For one thing, a treaty would have to be 
ratified by the Senate. 

The CuarrmMan. I have never been able to find it out but that is 
there, someplace. 

Mr. Fromer. I think the line is at that point where Congress gives 
the power to the Executive to do certain things and if he aets within 
those things, I should think the Congress should honor the power they 
gave him. 

Mr. Mrrritit. What about the effect of a trade agreement entered 
into upon a subsequent law that would abrogate the trade agreement? 

The Cuarmman. | think you will find most of the trade agreements 
have saving clauses against a change of law which might have an 
effect upon the agreement. 

Mr. Gamsue. They have a termination date too, do they not? 

The CHatrMan. Presumably. Of course, we can’t classify trade 
agreements made under the Reciprocal Trade Agreement Act as 
treaties, because as long as there remains the most-favored-nation 
clause in there it has always been interpreted as a means of cffectuating 
a free trade policy for all countries involved. 

If we had an agreement with France or Italy in respect of cheese, 
there is provision that that agreement that would apply to all other 
countries from which we were importing cheese. That is a weakness 
and one of the fallacies which we have been fighting in the reciprocal 
trade agreement for a great many vears. 

Mr. Fromer. With reference to cheese it is not a very great weak- 
ness, because generally a particular variety comes from a particular 
country. 

The CHarrMan. I was just using that as an example. We musn’t 
lose sight of the fact that when you make an agreement with Great 
Britain with respect to trade and limitation of commodities from 
Great Britain that also applies to the other countries of the world. 
They don’t have to be a party to it at all. 

Mr. Merrixu. It is unconditional, their right to use it. 

The CuarrmMan. That is right. 

Mr. Gampue. I move we adjourn. 

The CuatrMan. We will adjourn to meet tomorrow morning at 10 
o'clock. 

(Whereupon, at 5:40 p. m., a recess was taken, to reconvene at 
10 a.m., Wednesday, May 27, 1953.) 
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WEDNESDAY, MAY 27, 1953 


House oF REPRESENTATIVES, 
ComMiItTreE ON BANKING AND CURRENCY, 
Wasuinaton, D.C. 

The committee met at 10 a. m., the Honorable Henry O. Talle, 
presiding. 

Present: Messrs. Wolcott, chairman, Talle (presiding), Kilburn, 
Betts, D’Ewart, McVey, Merrill, Oakman, Hiestand, Spence, Brown, 
Deane, O’Brien, Dollinger, Barrett, and O’ Hara. 

Mr. Tatts. The committee will resume its hearings on S. 1081. 

The House meets at 11 0’clock and there are many witnesses to be 
heard. We would like to heer them all if we can. 

I might add too, that a bill will be read in the House at 11 o’clock. 

We have a holdover witness this morning, Mr. John Marshall, 
executive secretary of the National Association of Dairy Equipment 
Manufacturers, who will clarify some points discussed a few days ago. 
We will hear Mr. Marshall before we proceed with Mr. Holman. 

Mr. Marshall, we are very glad to hear from you. 


STATEMENT OF JOHN MARSHALL, EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF DAIRY EQUIPMENT MANUFAC- 
TURERS 


Mr. Marsnauu. Mr. Chairman, my pame is John Marshall. [am 
the executive secretary of the National Association of Dairy Equip- 
ment Manufacturers, with offices at 927 15th Street NW., Washing- 
ton, D.C, 

This is an association of manufacturers of dairy-plant processing 
machinery and equipment, manufacturers whose membership pro- 
duces approximately 75 percent of the Nation’s annual supply of such 
equipment. Our manufacturers also manufacture special machinery 
and equipment for processors of many other foods. We appreciate 
very much having the opportunity of appearing before this committee 
to discuss the question of the extension of the Defense Production Act 
of 1950, as amended, as proposed in S. 1081. 

I would like to emphasize that the members of this association desire 
to have the members of this committee clearly understand that we are 
in favor of ending controls. However, where a situation exists with 
regard to a critical material such as nickel where the take of the mili- 
tary, AEC, and for stockpiling purposes amount to 64 percent or about 
two-thirds of the total available supply (see testimony of Mr. John C. 
Houston, Acting Chairman of the Munitions Board, before your com- 
mittee on May 22, 1953, and statement of Assistant Secretary of Com- 
merce Sheaffer on the same day), we believe Congress should provide 


227 


228 DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


for an allocation authority to distribute the limited supply of nickel 
equitably among nonmilitary essential users. 

My statement has reference only to title | of the act relating to con- 
trols on critical materials. Our manufacturers of dairy-plant pro- 
cessing machinery and equipment are large users of nickel-bearing 
stainless steel. 

I believe we should qualify this statement “large users” by stating 
that based upon the records of NPA and the Bureau of Mines report 
of the United States Department of Interior, our manufacturers’ use 
during 1952 of about 1 million pounds of nickel would be equal to 
about one-half of one percent of the total consumption in the United 
States which was reported in the Bureau of Mines Nickel Report No. 
25 to have been 201,941,000 pounds for the calendar year. 

Nickel-bearing stainless steel is essential in the construction of 
dairy and food-processing equipment and has generally been required 
by State and local public-health officials for all parts of such equip- 
ment with which the product comes in contact. There is no known 
substitute for nickel-bearing stainless steel for the contact surfaces 
of dairy and food-processing equipment because it is the only material 
that will not impart flavors to milk and will resist the corrosive action 
of alkali and acid cleaners which it is necessary to use daily in the 
cleaning of milk and some other food-processing equipment. 

Support for this statement is evidenced by the 3-A standards for 
numerous items of dairy equipment which have been adopted over 
the past two decades and approved by the International Association 
of Milk and Food Sanitarians and the United States Public Health 
Service. 

Since July 1951 the National Production Authority has controlled 
the use of nickel under the provisions of its order M-S80, which pro- 
hibits the use of nickel for nonessential purposes and, among other 
things, requires all producers of alloying materials containing 1 percent 
or more of nickel to file records listing the end uses for which they 
plan to use the nickel allotted to them each month. Each of these 
end uses must be approved under the present provisions of the M-80 
order prior to the time the steel producer actually turns out the steel 
containing such nickel. 

I would like to emphasize here that as recently as April 24, 1953, 
the NPA amended the M-80 order, which amendment further limited 
the use of nickel for the manufacture of civilian items. 

The continued critical situation regarding demand and supply of 
nickel is clearly set forth in a recent report of the Defense Production 
Administration dated February 5, 1953 and entitled “Raw Material 
Import: Area of Growing Dependency, Part II.’ On page 4 of this 
report, under paragraph headed “Nickel,” it is stated: 


Canada supplies about 95 percent of the nickel we import. 
With regard to the available supply, this report goes on to state— 


the supply of nickel is critical and is insufficient to meet fully our total defense 
demands. 

Relating to the supply of nickel on February 19, NPA’s stainless 
steel committee met—that committee is made up of the leading pro- 
ducers of stainless steel in the United States—and in news release 
NPA-~2912 of this meeting, on the same date, it was stated: 


It will be necessary to continue control over scarce nickel after June 30, 1953. 
No increase in the nickel supply is expected in the foreseeable future. 
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The manufacturers of dairy and food-processing equipment, with 
few exceptions, qualify as small businesses. It appears to us that it 
is particularly important that these small manufacturing businesses, 
to whom a supply of nickel-bearing stainless steel is essential, should 
be assured by some method or procedure of their reasonable share of 
the supply of this material during the period in which the Government 
uses such a large percentage of the nickel for military, AEC, and 
stockpiling purposes. 

The statements of Dr. Flemming, Director of the Office of Defense 
Mobilization, and John C. Houston, Acting Chairman of the Muni- 
tions Board who appeared before this committee last week, each con- 
tained a very definite recommendation that the Congress continue 
the Government authority providing priorities and allocation powers 
to insure the military and Atomic Energy Commission of their needs 
for this material. 

They proceed, however, to ask the Congress to limit these powers 
beginning July 1, 1953, to defense and AEC requirements. No 
mention is made of the fact that the National Production Authority, 
on April 30, 1953, issued DMS regulation 1, directive 1, effective the 
same dav providing, among other things, for allocation of nickel- 
bearing stainless steel to civilian manufacturers for permitted uses 
as set forth in the nickel conservation order M-—80, for the third 
quarter of 19538. 

Assistant Secretary of Commerce Sheaffer in his statement made 
before this committee last Friday, stated: 

Nickel is at present an excellent illustration of the need to provide for equitable 
distribution. As you know, this is because of its great importance in military and 
civilian production and its scarcity. * * * As of this date, nickel available to 
the civilian economy is approximately one-half of that available in normal times. 
The military, AEC, and stockpile will take, during 1953, more than one-half of 
the total supply. These requirements are so heavy as to make it necessary to 
apportion, as equitably as possible, the residual supply among civilian uses. 

Mr. May ask a question? 

Mr. Surely. 

Mr. Merritu. I think when Mr. Flemming was here, he testified 
that it might be desirable, if the military and the Atomic Energy 
Commission are taking a sufficient amount of nickel so that the 
requirements of those two agencies would actually create a shortage 
in the civilian economy, then the bill would provide and the Govern- 
ment would expect, to allocate that remaining part of the nickel or 
any other commodity, among those civilian users so that we do get 
nickel to the proper place. 

I think that there must be some misconception in your mind as to 
just what those gentlemen said. 

Mr. Marsuatu. Well I have copies, Congressman, of each of their 
statements, and I don’t think there is any question as to what they 
said. I just think that there was some question as between the 
different witnesses as to the necessity for Congress specifically pro- 
viding, in the act, the allocation authority for scarce materials. 

There have been some amendments offered which might possibly, 
in our way of thinking, change S. 1081 to where it could be conceived 
that the allocation authority would be limited to the direct defense. 
There is a definition that has been put in as to what national defense 
means, that raises the question in our mind, and I think that the com- 
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mittee should have that clearly in mind when they take action on the 
bill. That was my only point in bringing it up. 

Mr. Merriuuy. The act as it is now written provides for the author- 
ity which vou have in mind, namely to allocate among the civilian 
users the remaining supply of nickel or other products, if the military 
and the Atomic Energy Commission are taking enough to make it a 
scarce commodity, is that it? 

Mr. Marsnauu. I believe so. 

Mr. Berrs. That is section 101 (b); isn’t that right? T believe that 
is What Mr. Sheaffer told us. 

Mr. Marsnauy. The manufacturers of dairy equipment have 
received allotments of nickel-bearing stainless steel from NPA since 
the inauguration of the CMP plan July 1, 1951. Allotments have been 
sufficient to produce only that equipment necessary to supply current 
unfilled orders. The manufacturers have only been able to do this 
with reduced allotments granted them as compared to the pre-Korean 
usage of making use of alternate materials wherever possible. 

The economists and planners of the policevmkaing group of DPA 
had the idea that users of dairy and other food-processing equipment 
could defer purchases. While this was true in some instances there 
comes a time when these orders for necessary replacements cannot 
be further deferred. Present indications are the processors of milk 
needs for equipment will be relatively greater this vear. 

April milk production figures, just released May 12, 1953, by the 
United States Department of Agriculture, established a new all-time 
record for the month exceeding April of last vear by 7 percent. Pro- 
duction of milk for the first 4 months of this vear was 7 percent above 
the same period of a vear ago. As a result of this and other factors, 
milk processors have ordered larger amounts of dairy machinery and 
equipment. Provision must be made to take care of this milk which 
has to be received daily. 

We are continuing to work with a special committee of the Lron 
and Steel Institute to develop satisfactory alternate materials for use 
for those parts of the equipment that come in contact with the prod- 
uct. To date, no satisfactory substitute for nickel-bearing stainless 
steel has been found. As a result of this situation, and due also to 
the fact that the great bulk of the equipment manufactured by our 
members is custom made to meet the users’ particular needs, there 
is today no appreciable inventory of finished equipment in any manu- 
facturer’s hands. 

As I mentioned before, Mr. Houston stated in reply to a question 
from a member of this committee that of the total available nickel 
supply currently 46 percent was being used for direct military and 
AEC purposes, 18 percent was being put in the stockpile, leaving, 
according to his statement, 36 percent for essential civilian purposes. 

Please note that he made no reference to indirect defense purposes 
which we have been led to believe, based upon statements of Govern- 
ment officials, amounted to some 18 to 20 percent which would leave 
only 17 percent of the nickel for essential civilian uses. 

As early as last March there was only 7 percent available for 
essential civilian uses, when you take out the indirect defense. 

I think that was one thing to which there was no reference in the 
testimony offered by those gentlemen, as to the indirect defense, 
which comes ahead of the essential civilian uses. 
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Mr. Tauue (presiding). Roughly what would the items be on 
indirect defense? 

Mr. Marsuauu. For instance, we have, as you well know, a large 
number of chemical plants being built. They are not direct defense, 
but thev are considered as indirect defense, and they require large 
quantities of nickel-bearing stainless steel for the machmery and 
equipment in those plants. There is a tremendous amount used in 
those particular plants. 

There are also, to my knowledge, several plants that make compo- 
nent parts, that are used in some of the AEC programs. They get 
a priority, but they are not considered in the direct defense, military 
or AEC. 

But we certainly would consider them as indirect defense, and I 
believe that those amounts have to be taken out before we consider 
what amount of nickel that is available for manufacturers such as 
ourselves. 

Mr. Tae (presiding). That is the sort of thing I had in mind 
when I inquired some days ago about the definition of “national 
defense.” It was said that it was a broad definition, and necessarily 
so, I think, but it was my understanding at the time when that 
testimony was heard, that the indirect defense users would not come 
in for so large a cut as you point out in your testimony here. 

Mr. Oaxman. Mr. Chairman. 

Mr. Tate (presiding). Mr. Oakman. 

Mr. Oakman. Mr. Marshall, is the Government giving certificates 
now for these indirect defense purposes? 

Mr. Marsuauu. Priority certificates? 

Mr. Oakman. Yes. 

Mr. Marsuauu. | understand that there have been some priority 
certificates given that will expire June 30, but not after June 30. 

Mr. Oakman. Has a large portion of this additional volume that 
you speak of been utilized through the issuance of certificates? 

Mr. Marsuaui. Or by securmg a priority letter, priority letter 
which gave them priority over our manufactures. 

Mr. Oakman. In other words they take this priority letter and get 
the amount of nickel they need. 

Mr. Marsuwatu. Place it on their order and that gives them priority 
on delivery. 

Mr. Oakman. Everybody behind that order is pushed back then? 

Mr. Marswauyi. Yes. However, I don’t want to give any of you 
the wrong impression. While some of our members’ orders have been 
delayed, we have, eventually, secured sufficient nickel-bearing stain- 
less to make sufficient replacement equipment. 

However, there have been long periods of delay, and some of the 
processors and milk producers have become rather aroused at our 
people because we couldn’t make delivery, and that is particularly 
serious right now due to this tremendous supply of milk, which as all 
of you gentlemen know, his to be taken from the dairy farm every day. 
There has to be a place for it to go. 

Assuming that these figures are reasonably correct, it seems clear 
to us that the continuation of the nickel conservation order M-—S0 of 
itself will not provide any assurance whereby the small amount of 
nickel available for essential civilian uses will be distributed equitably 
between the various manufacturers of the products in which nickel is 
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permitted as listed in schedule A of the M-80 order as amended April 
24, 1953. 

In summary we would like to suggest that this committee in its 
consideration of S. 1081 make certain that this bill specifically provides 
the authority that will permit the Government to allocate equitably 
the small available supply of nickel for essential civilian purposes to the 
individual manufacturers of such essential machinery and equipment 
needed to maintain the dairy and other food processing plants of the 
United States. 

Since these top Government officials have suggested that allocations 
after June 30, 1953 (1 believe they mean with the exception of nickel- 
bearing stainless steel since allotments of this item have been made to 
our manufacturers for third quarter of 1953) be limited to defense and 
AEC requirements. See Mr. Flemming’s statement as follows: 

Consistent with the President’s belief that material and product controls would 
be necessary with respect to defense priorities and scarce and critical items essen- 
tial for our defense, a new control system has been designed in order to assure 
deliveries of enough steel, copper and aluminum to programs of the Department 
of Defense and the Atomic Energy Commission. 

Also Mr. H. B. MeCoy is quoted in NPA news release No. 2962, 
dated April 30, 1953, as follows: 

Beginning with the fourth quarter of this vear, no priorities assistance will be 
given for the acquisition of nickel-bearing stainless steel for purely civilian use. 
Allotment authority then will be limited to military and atomie-energy programs, 
General control over the allocation and use of nickel products will be continued, 
however, under NPA Order M-—S80, as long as necessary. 

That is Mr. MeCoy’s own statement in the official news release. 1 
understand he also was up here and a question was asked of him and 
that he did indicate that in some way or other they would endeavor 
to take care of our manufacturers’ needs. 

We suggest, therefore, in order to make certain that allocation 
authority may be provided for our manufacturers that section 101 (a) 
of S. 1081 be amended by adding the following words at the end of 
line 21 on page 3——‘“‘and maintain civilian production essential to 
public health and safety.” 

We would also like to state that we concur with Assistant Secretary 
of Commerce Sheaffer’s proposed amendment to eliminate section 8 
on page 13 of S. 1081. I think the reasons he has given are very good 
support for the elimination of that particular provision. 

We believe it is vital that this be done since the dairy industry, as 
an example of the food field generally, is a complex and integrated 
system of production, processing, and distribution, every part of which 
is indispensable if the requirements of the Military and Defense 
Establishments, and the essential needs of the civilians are to be met. 

The CuarrMan. Are there questions? 

Mr. Merriuu. Mr. Chairman. 

The Cuarrman. Mr. Merrill. 

Mr. Merrizy. As | understand your problem, and your problem is 
that of every other user of nickel using it for vital purposes, let us say, 
your problem is this: That when the military, or the Atomic Energy 
Commission takes so much of the nickel for their purposes, it creates 

such a shortage that there can’t possibly be enough nickel left for 
everybody who wants to use it, and therefore it is essential that there 
be an allocation of that remaining nickel for civilian uses to those 
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manufacturers who are producing the things that are most vital to 
the civilian economy, including, you say, manufacture of dairy equip- 
ment; is that right? 

Mr. Marsnauu. That is correct. 

Mr. Merritt. Now section 101 (b), which Mr. Betts referred to 
just a little while ago, provides that the powers granted —not reading 
it all—shall not be used in the distribution to the civilian market 
unless certified that such material is critical and necessary to the 
national defense and, two, that the requirements of the national 
defense for such material cannot be satistied without creating a dis- 
location of the normal distribution of such material in the civilian 
market to such a degree as to create an appreciable hardship. 

Now it was my understanding, when this was discussed before, 
that this section 101 (b) did give to the Government the exact power 
which vou are asking that it have. And that would give the Govern- 
ment the power to enter into the control of these materials in the 
civilian economy, only when it is necessary because of a scarcity 
produced by the use of a material by national defense or the Atomic 
Energy Commission. 

Will not section 101 (b) give vou what vou want, without including 
in section 101 (a) the requirement that the Government continue to 
exercise control over the whole civilian economy, even though there 
is no artificial shortage created by unusual defense demands. 

Mr. Marsuauy. We don’t want control over things that are not 
required. We don’t believe anything should be controlled unless it is 
an essential item, such as nickel. As all of you know, price has no 
eifect. 1 mean if they doubled the price for nickel we still wouldn’t 
get any appreciable increase of nickel, because we get all our nickel 
from Canada and they are mining all they can, with the exception 
of the little coming from our Government project in Cuba. 

We thought you were correct in what you said, but when the term 
“national defense’’ on page 14 of the bill, means “programs for military 
and atomic-energy production or construction, military assistance to 
any foreign nation, stockpiling, and directly related activity,” we 
doubt whether nickel for food equipment is a directly related activity. 

Mr. Merrity. But isn’t this true? Under the definition of national 
defense, taking the two requirements of section 101 (b), the first 
requirement is that the President must find; before he starts allocating 
nickel for the civilian economy would be, that such material is a 
scarce and critical material essential to national defense. 

Now certainly, under the definition of national defense, nickel is 
that kind of a material; isn’t it? 

Mr. MarsuHatu. That is correct. 

Mr. Merrit. So nickel meets the first requirement? 

Mr. MarsHauu. Yes, sir. 

Mr. Merritt. Then secord, that the requirements of national 
defense for such material—and | think national defense does include 
AEC, doesn’t it? 

Mr. Marswatu. That is what they say in the definition. 

Mr. Merriny. So when you include national defense you mean 
atomic energy as well—so the second requirement is that the require- 
ment by national defense for such material—and that would be nickel 
because (a) would include nickel—‘‘cannot be otherwise met without 
creating a significant dislocation of the normal distribution of such 
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material in the civilian market to such a degree as to create appreciable 
hardship.” 

That is all vou want us to do, isn tit? You want us to give to the 
Government the power to allocate nickel if the demands of defense do 
create an appreciable shortage in the remaining civilian market. It 
seems to me that this language then is completely adequate to give 
you the protection } vou want, 

You are going to have a shortage of nickel because of military and 
atomic energy needs? 

Mr. Marsnatyu. That is correct. 

Mr. Merrity. And when that shortage exists you want nickel 
allocated so that the essential industries get theirs, and so that maybe 
a little chrome on automobiles might be dispensed with. That is 
really what we are talking about; isn’t it? 

Mr. Marsuauu. That is correct. 

Mr. MERRILL. It seems to me that this language is completely 
adequate, isn’t it? I don’t see where a limited definition of national 
defense in any way destroys the effectiveness of this particular pro- 
vision to do everything that vou want it to do. 

Mr. Marsnatt. If this committee and C ‘ongress believe that that 
is true, | think that it has a lot to do with w hat the intent is, and if 
you are convinced that that authority is included, | think that is all 
we need. 

The thing that has bothered us, gentlemen, are the very definite 
statements of top Government authorities that they are going to end 
all civilian controls, on even nickel, and that is the thing that we 
differ with. In some way or other they have given us the idea that 
whatever the intent of Congress was, that there would be no allocation 
authority other than for direct defense and atomic energy. 

Mr. Merrity. Well you see that this language is very clear in 
giving them the power, don’t you? 

Mr. Marsnatu. I agree with you based upon your explanation. 
I think it does. 

Mr. Merrity. It seems to me that in questioning—I believe it was 
Dr. Flemming himself—we raised that question, and I think that we 
got an answer, and I think I was the one who raised the question and 
got the answer vesterday, that that is exactly what we are after, a 
power to control the civilian economy if because of defense we have 
created such a shortage within the civilian economy that we can’t meet 
all the needs for that metal and, therefore, we must allocate it to those 
vital civilian manufacturers that are selected. 

Now there will be a discretion exercised, but when vou have this 
kind of legislation there has to be discretion. You can’t write every- 
thing into the bill. You agree with that? 

Mr. Marsuauu. Certainly. 

Mr. Merri. I think, unless vou disagree, that from the testi- 
mony we have had previously and from my understanding of the 
language, the bill now provides what vou want. 

Mr. Marswauy. Fine. That is all we can ask for. 

Mr. Oakman. Mr. Chairman. 

The Cuatrman. Mr. Oakman. 

Mr. Oakman. I want to point out one thing. On page 2, Mr. 
Marshall, vou indicate that vour industry’s consumption of the total 
amount of nickel for the calendar vear 1952 amounted to approxi- 
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mately one-half of 1 percent. When vou consider that almost two- 
thirds of all the nickel is not available for civilian production, then 
that percentage increases to 1's percent of the available nickel, and 
if vou carry your argument through to a final conclusion, based on 
your thesis that there is only about 17 percent of the total available 
for nonmilitary and defense purposes, then you nee «t about 3 percent 
of the available supply. Is that correct, sir? 

Mr. ‘To essential civilian uses? 

Mr. Oakman. That is right. 

Mr. That is right. 

Mr. OxKMan. So instead of needing one-half of | percent you 
actually need 3 percent of what was available last calendar year? 

Mr. Marswaxy. That is right; and the amount available this vear 
isno more. There is no hope of any increase this year. 

Mr. Oaxman. Therefore, instead of looking at your needs as more 
or less of a trifling portion, it becomes a substantial portion of the 
available total. That is correct. 

The Cuarrman. Mr. Talle. 

Mr. Tauie. Mr. Chairman, I merely wanted to thank Mr. Marshall 
for his very clear statement. And vour amendment, Mr. Marshall, 
is certainly one that we will look at when we meet in executive session 
to write up the bill. 

Mr. Thank you, gentlemen. 

The Cuairnman. Thank vou, Mr. Marshall. 

We will now hear Mr. Holman. Mr. Holman has appeared before 
this committee a good many times, so I don’t think he needs to identify 
himself. We are very glad to see vou, Mr. Holman. 

Mr. Houman. I always appreciate the pleasure of coming before 
this Committee, Mr. Chairman. 

I might ask, Mr. Chairman, is it the intention of the committee to 
recess at 11? 

The Cuarrman. I think we will have to recess shortly after 11. 
It is doubtful whether we will be back this afternoon. 

Mr. Holman. My direct statement is relatively brief, Mr. Chairman. 

The CHarrMan. You may proceed. 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Hotman. I am Charles W. Holman, secretary of the National 
Milk Producers Federation, with offices here in Washington, at 1731 
I Street NW. 

1 am speaking for and by the direction of the federation, which is a 
very large organization representing dairy farmers in 46 States. 

These farmers number about 460,000, and own the ¢ ooperatives that 
form the federation. There are 97 voting cooperatives, and some 
600 submembers of those voting organizations. 

In the course of a normal year “these cooperatives market about 
22 billion pounds of what we call whole-milk equivalent, which is a 
little more than one-fifth of the normal milk and cream that leaves the 
farms in commerce. 

I am appearing in connection with immediate problems affecting 
our dairy farmers because of the import-control situation. As to the 

need for controls on imports of foreign dairy products. there appears 
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to be general unanimity among the farm organizations, in the Depart- 
ment of Agriculture, and among a large segment of Members of Con- 
gress. The disagreement appears to be as to whether these controls 
should be exercised through the mechanism provided under section 104 
of the Defense Production Act, or through the provisions of section 22 
of the Agricultural Adjustment Act, with the possible amendment of 
section 22 along the lines suggested by the Secretary of Agriculture. 

President Eisenhower, as you know, has requested a 1-year extension 
of the present Reciprocal Trade Agreements Act pending a thorough 
and comprehensive reexamination of our economic foreign policy. If 
the status quo of our foreign-trade policy should be so continued, the 
provisions of section 104 likewise should be extended because they are 
an integral part of the entire foreign-trade picture. In any event— 
and whether the present Trade Agreements Act is extended—we 
believe that the provisions of section 104 should be continued. 
Among our reasons are: 

1. Section 104 has proved an effective means during the past 2 
vears of controlling dairy-product imports, of giving a fair measure of 
protection to the American dairy farmer, and of saving the price- 
support program from the insuperable task of supporting world 
dairy prices, 

2. Dollar exchanges to foreign nations have not been decreased as 
far as dairy products are concerned during the period in which section 
104 has been in effect. According to the Foreign Agriculture Service 
of the Department of Agriculture, imports of foreign dairy products 
into the United States last vear totaled $45,300,000 in value. This 
compares with $22,700,000 in 1948, and an average of $15,100,000 a 
year during the 1935-39 5-vear period. 

3. Section 104 is desirable and necessary standby legislation in the 
event section 22 does not prove to be effective. We have expressed 
our support of section 22 with amendments which would enable it, 
under proper administration, to accomplish the aim of necessary 
protection against competitive dairy products. But we still want 
section 104 on the statutes. 

Our position on section 104 stems in part from the fact that section 
22 up to date has been a failure. Secretary of Agriculture Benson 
told the Senate and House Agriculture Committees that the procedure 
under section 22 has proved to be wholly ineffective. He said it 
could be made effective only by— 
supplementing it with the authority, in an emergency, to impose the quotas or 
import fees * * * on an interim basis pending decision by the Tariff Commission 
and the action thereon by the President. 

I might interpolate here and say that the experience of most of the 
applicants for relief under section 22 has been most disappointing. 

In our own case, we were witnesses before the Tariff Commission 
last year, in connection with an effort to get relief from Danish blue 
cheese coming into this country, and it took 1 year and 1 day for the 
Tariff Commission to discover that section 104 was operating some- 
what inadequately with respect to blue cheese, which had been before 
them. 

Another case of tree nuts, handled by the law firm from which the 
Secretary of Agriculture now has his Solicitor, took over 2 years from 
the time the application was first lodged with the Secretary of Agri- 
culture, to get any action whatsoever out of the Tariff Commission. 
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Now it may be said that, since there is a change in administration, 
there will be a change of heart, and a speeding up. 

I have dealt with the Tariff Commission ever since the early days 
of the twenties. I have never found, under any administration, 
whether Republican or otherwise, any great capacity for speed in that 
organization, and I have handled personally a number of dairy cases 
before that body. 

It will be argued, of course, that from now on section 22 will be made 
effective. If section 22 can be made as effective or more effective 
than section 104, let it be demonstrated. At the same time we ask 
for the extension of the provisions of section 104 as a proven mech- 
anism of stabilization. There is no doubt about the effectiveness of 
the properly administered provisions of section 104. 

Even should section 22, under its new administration, appear to 
offer an eminently satisfactory means of solving the import control 
problem, there is no guaranty that it will continue to prove satisfac- 
tory. If section 22 is made as effective or more effective than section 
104, it will meet the same criticisms that have been leveled against the 
present method of regulating imports under section 104. Since this 
is the case, there is no reason why domestic dairying should be forced 
to rely entirely upon an import-control scheme which thus far has 
been ineffective. What is the urgeney to change horses? And if we 
do change horses, why should dairying not be protected by keeping 
section 104 as a possible remount? 

In this connection it should be noted that the Department of 
Agriculture recommendations as to imports under section 22 include 
the maximum restrictions permitted by the law on butter, butter oil, 
malted-milk compounds, dried whole milk, buttermilk and cream, 
nonfat dry milk solids, and Cheddar cheese. On cheese other than 
Cheddar, the recommendation is for quota levels now in effect under 
section 104. The ‘maximum permitted by law’’ under section 22 is 
50 percent of the amount of imports in a representative period. 

Much has been said recently about the need by foreign nations of 
dollar exchange; about the necessity of maintaining a two-way flow 
in international trade; and about the sensitivity of certain foreign 
nations toward restrictions that the United States may maintain 
against overburdening imports to our shores. 

The federation recognizes that foreign-market outlets are necessary 
to many of our major industries if they are to continue to operate at 
near capacity and maintain a high level of employment. It also 
realizes that if nations are to import from us, they must have market 
outlets here for goods that will provide them the dollars for repayment. 
We submit, however, that the articles which foreign nations supply to 
us should be those we need and want—and not those which add to 
surpluses which we already have. 

In answer to the contention that section 104 has been, or is in some 
way antagonistic or detrimental to our foreign-trade policy, we point 

1. Dairy imports into the United States in 1952 were at a 16-year 
high. 

2. Section 104 is drawn up in strict accordance with the Inter- 
national Agreement on Tariffs and Trade. 

3. Five of the principal nations exporting dairy products to the 
United States have devalued their currencies more than 30 percent 
and have thus offset the effect of our import duties. Of the 9 principal 
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nations from which the United States receives cheese imports, 8 have 
some form of control over all orcertain imports from the United States. 

4. Dairy products are a minor source of foreign exchange and 
amount to less than 2.2 percent of the exports of each exporting 
country, with three exceptions. In New Zealand dairy products 
represent 25.4 percent of her total exports; in Denmark 20.4 percent; 
and in the Netherlands 10.2 percent. These countries sell principally 
to the United Kingdom. 

Thus, if it is dollar exchange that we seek to provide to foreign na- 
tions, there are more fruitful fields than in dairy imports. The 
calamitous effect of excess dairy imports upon our dairy support 
program and upon our agricultural economy is too great a price to 
pay for the relatively minute gains which would accrue to a few 
foreign neighbors. 

Would it not be better, for example, to encourage the importation 
of some of the many items we can use? 

There are two premises upon which are based our argument for the 
necessity of adequate import controls on dairy products: 

1. Domestic production of dairy products is in excess of market 
requirements and is currently resulting in large Government price- 
support purchases. 

2. Our domestic support program is supporting dairy product 
prices at levels substantially above world market prices. 

It follows from these two facts that unless there is suitable control 
over the volume and kind of dairy products which are allowed to 
enter the United States, we will in effect be taking on the impossible 
job of supporting world dairy prices. There is about 35 billion pounds 
of milk equivalent that is seeking markets each year in international 
trade. An open market in this country, supported at higher than 
world prices, would be a magnet to attract huge imports which would 
be futile for us to try to absorb. 

On this point E. M. Norton, director of the Department of Agri- 
culture’s Dairy Branch, Production and Marketing Administration, 
recently pointed out to the United States Tariff Commission that: 

The diversion to the United States of even moderate percentages of the supplies 
of foreign dairy products that will be available for international trade would 
materially interfere with the Department’s support age: for milk and butter- 
fat, will increase the necessary price support purchases, intensify the disposal 
problem, and will substantially reduce the production of certain dairy peotacts 
produced from milk and butterfat in the United States. 

John H. Davis, director of Commodity Marketing and Adjustment. 
of the Department of Agriculture further said: 

We do not see how it will be possible for us to administer the price-support 
programs for these commodities in the manner that the Congress intended, if 
we have to add the problem of unrestricted imports to the numerous other prob- 
lems facing agriculture today. 

It is not commonly known that a small quantity of dairy products 
can wreck the dairy price structure. This wrecking process was 
particularly general in the early vears of the depression of the thirties. 
In the fluid milk sheds of the Nation it was demonstrated that the 
manipulation of less than 5 percent of the market supply could crack 
prices and accentuate the chaos and greatly damage the income of 
dairy farmers. 
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Likewise, Mr. Chairman, we have had plenty of experience with 
the effect upon the prices of butterfat of simply the arrival of one 
shipload of butter in this country. That was in somewhat earlier 
days. 

I have known the anticipated arrival to crack the price of butter- 
fat in every community of the United States 5 cents a pound, and some- 
times more, for at least a commercial week. 

Those who fatuously argue that our imports of dairy products are 
but a little matter in relation to our national production are straining 
their voices on a bankrupt theme. 

The need for import controls is one that pertains to every segment 
of dairying. The controls are necessary to the same extent that the 
Federal milk marketing order system became necessary to cure the 
chaotic conditions created by chiselers in the fluid milk markets in 
the early thirties. Under the Federa! order system every handler of 
fluid milk and cream under every order is required to pay the same 
price, subject to certain equitable differentials, so that every producer 
shipping milk receives equal treatment with every other one. 

To substantiate the statement that domestic dairy production is 
currently in excess of market demand, we have only to refer to recent 
official figures. 

In 1952, milk production on United States farms was 115.1 billioa 
pounds. During the marketing year April 1952-Mareh 1953, under 
our domestic price-support program, it was necessary for our govern- 
ment to buy 143.4 million pounds of butter, 75 million pounds of cheese, 
and 212 million pounds of nonfat dry milk. Between April 1 of this 
vear to May 20, Commodity Credit Corporation had purchased 51.1 
million pounds of butter, 48.9 million pounds of cheese, and 96.3 
million pounds of nonfat dry milk. This indicates trade opinion that 
prices will not advance above support levels, at least more than 
storage costs. 

Milk production for the first third of this vear was at a seasonally 
adjusted annual rate in excess of 122 billion pounds, or 7 billion pounds 
more than 1952 production. On January 1, milk cow numbers were 
3 percent above a year ago, and the ratio of heifers to milk cows for 
replacement purposes was at the highest level on record. Creamery 
butter and American cheese production during the first quarter of 
1953 were both about one-third greater than in 1952. In March, 
nonfat dry milk production was running 60 percent higher than in 
1952. Milk production on fluid markets during the past few months 
has been about 15 percent higher than a year ago. 

Meanwhile, consumption of butterfat is vielding to substitutes, and 
stocks of dairy products continue to accumulate. 

World dairy prices, as has been said, are considerably below the 
United States support prices. Our support prices are therefore an 
invitation to imports, unless imports are controlled. 

Our support prices for the marketing vear ending next March 
31, 1954, are 66% cents a pound on butter, grade A, New York; 37 
cents a pound on grade A Cheddar cheese at any point in the United 
States; and 16 cents a pound on nonfat dry milk, extra grade, at any 
point. 

Compared to our butter support figure of 66% cents a pound, the 
January 1953 prices on butter in New Zealand were 39 cents, in 
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Australia 39 cents, and in Denmark 42.2 cents. These three coun- 
tries account for three-quarters of all butter entering international 
trade. 

The transportation cost on butter from these countries to the 
United States is 2 to 4 cents per pound. Our tariff on the first 60 
million pounds of imported butter is 7 cents. Therefore, the countries 
mentioned could land butter in New York for 48 to 53 cents per pound, 
or at about 75 percent of our support prices. Currently the United 
Kingdom is contracting for Cheddar cheese from Australia and New 
Zealand at 22 cents per pound (table A). 

A comparable price for nonfat dry milk in these exporting countries 
would be approximately 11.5 cents per pound. Our tariff rates on 
Cheddar cheese have been reduced to 3 cents per pound or 15 percent 
ad valorem, and on nonfat dried milk to 1.5 cents per pound. This 
means that Cheddar cheese could be imported at about 28 to 30 cents 
per pound, compared to our support price of 37 cents. Nonfat dry 
milk could be imported at about 14 cents per pound, compared to 
our support of 16 cents. Furthermore, some countries export through 
a quasi-governmental organization that may set prices without respect 
to the value of other dairy products—as in the case of Denmark——or 
without respect to the price obtained for the same produet sold to 
some other country. Therefore, they may export at even lower prices 
to us. 

The story of domestic blue cheese is a concrete example of how 
imports can crowd out domestic production. 

In 1947, United States production supplied all of the blue cheese 
marketed in this country—-10.6 million pounds. In 1950 imports 
supplied 31 percent of our total market supply of 11.1 million pounds. 
By 1951 our domestic production had shrunk to one-half of that in 
1947, and imports accounted for half of the total supply of 10.2 million 
pounds. 

What happened to the domestic blue cheese industry was the result 
of adverse price relationships that began when Denmark devalued its 
currency in September 1949. During 1950; and 1951, Danish blue 
cheese sold to wholesalers in New York at 2 to 3.7 cents under the 
domestic price. This depressed price of imported blue cheese tended 
to hold down the price of domestic blue cheese relative to prices paid 
farmers for milk, for manufacturing milk in general. This disparity 
explains the drop in domestic blue cheese production in 1950 and 
1951. It was simply crowded out of the competitive market for milk 
supplies. 

The flexibility with which milk fat and nonfat milk solids can be 
utilized in the various manufactured dairy products requires that 
import controls on dairy products must be most comprehensive in 
scope. 

Under section 104, imports of butter and nonfat dry milk were first 
banned by the Department of Agriculture in August 1951. But 
there was no control exercised at that time on the importation of dry 
whole milk, dried buttermilk, dried cream, and cream mixtures. The 
result was that exporting countries shifted their imports into the 
United States to those products which were not under import controls. 
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Sweden, for example, increased its exports to us of dried whole 
milk from nothing in 1950 to 9.4 million pounds in 1952; and of dried 
cream from nothing in 1950 to 11,000 pounds in 1952. Both the 
Netherlands and New Zealand expanded their exports to us of dry 
whole milk from nothing in 1950 to more than 10 million pounds in 
1952. During the same period Canada increased its exports to us 
of dried buttermilk by 22 times. 

It should be borne in mind that section 104 has in it all the necessary 
authority to provide flexibility when svmpathetically and efficiently 
administered. The only mandatory requirement is that there be 
administrative action. Beyond that, discretionary power lies in the 
hands of the Secretary of Agriculture and has been exercised in regard 
to the interpretation of the standards set up by the Congress. 

As previously observed, different periods on which to base quotas 
have been established for different dairy commodities. In one in- 
stance, whole milk powder, because of the delay in establishing quotas, 
increased the volume of imports and was so notably injurious that the 
Secretary embargoed the product. At any time he desires he can 
reestablish or modify the quota. 

Not only did Congress last year give the Secretary the power to 
increase quotas by 15 percent after establishing them but also au- 
thorized him to establish quotas by various types and varieties. 

The section is short, simple, and understandable. We believe that 
it should be maintained. 

The Cuarrman. Thank you, Mr. Holman. 

(The tables referred to follow:) 


TABLE A.—United Kingdom current contract prices for butter and cheese, 1952-53 


In United 
and Period covered Grade States Quantity 
y currency 


Butter: 

Australia__- July 1, 1952 to June 30 1958 Choicest $0. 3925 | Total exportable surplus, 
minus approximately 30 
million pounds of both 
butter and cheese in but- 
ter equivalent for sale to 
other markets 

New Zealand Aug. 1 1952 to July 31, 1953 Finest... 3925 | Not less than 8744 percent 

| of her exportable surplus. 

Denmark._..-.| Oct. 1, 1952 to Sept. 30, 1953 Not speci- .4219 | United Kingdom to get 75 

} fied. percent of Denmark’s 
| } | exportable surplus 
Cheese: | 
Australia__.....| July 1, 1952 to June 30, 1953 Choicest and 2200 | (See butter.) 
| first. | 

New Zealand__| Aug. 1, 1952 to July 31, 1953___| First . 2200 | Not less than 90 percent 

| | of her exportable surplus. 


Source: Foreign Agriculture Service, U. S. Department of Agriculture. 
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TABLE 1.—Dairy products: United States imports, prewar average, 1948 to date 


[tem 


Butter 
Cheese, total 


Cheddar. 
Swiss 
Romano. 
Pecorino 
Reggiano 
Parmesan 
Provolone. 
Provolette_ 
Roquefort 
Blue Mold 
Edam and Gouda 
Sprinz 

CGiova 

Other, noe. s 


Canned milk, total 


Evaporated 
Condensed 


Dried milk, total 
Whole 
Nonfat dry-milk solid 


Preliminary. 
?3-yeur 1937-39 average. 


{In thousand pounds] 


Average, 


1934-38 | [948 
9, 307 | 
5A, 279 23, 587 
24, 299 | 
9,514 5, 21S 
15.318 496 
(4) 4,459 
2. 106 926 
21 | 
5, 826 
(6) 
2, 304 R52 
23,434 
24,153 833 
(") | 915 
(7) 
11, 199 2, 269 
152 20 
38 20 
(8) 
6, 100 3, 09S 
3, OSS 


‘Ementhaler with eye-formation and Gruyére-process cheese. 


4Ineluded in Romano. 
5 Included in Reggtano. 
Included in Provolone. 
7 Included with “Other.” 
* Less than 500 pounds. 
* Ineludes 32,000 pounds of condensed, n 
10 Includes 601 pounds of conden 


8. 
d,n.e.s. 


5, 250 


" Includes 10,000 pounds of unclassified condensed and evaporated mild, 


1950 


10 
56, 


13, 293 
8,412 
5, 369 

11, 948 


1, 482 


1951 
59 | 458 
52, 335 | 49, 172 
12,072 | 6, 525 
9, 473 10,342 
2342 1,401 
9, 525 12,715 
864 | 955 
76 | 120 
2, 505 | 4, 026 
él 73 
1, 688 1,815 
5,049 | 
4, 333 | $, 585 
769 | 385 
0] 0 
3, 580 | 4, 208 

| @& 
10,028 | 37, 580 
8, 997 | 37, O12 
1,031 | 560 


Source: Foreign Commerce and Navigation of the United States; United States Imports (F'T’s), De- 


partment of Commerce, Bureau of Census 


TABLE 2.—Dairy products: United States exports, prewar average, 1948 to date 


Item 
Butter 
Cheese, total 
Processed American Cheddar 
Nonprocessed American Cheddar 
Other processed cheese 
Other nonprocessed cheese 


Canned milk, total 


Evaporated 
Condensed 


Dried milk, total 


Whole 
Nonfat dry-milk solid 


{In thousand pounds; 


| 5, 768 | 


| 95, 592 


26, 042 


315, 283 


O85 
5,772 111,355 | 
4,804 259, 689 | 
2, 202 100, 534 | 
2, 602 159, 154 


1949 


4,174 | 
Ss, O21 | 
31, 326 | 


55, 118 


249, 529 


| 


327, 859 | 


78, 330 | 


213, 660 | 


295, 059 | 
81, 399 


1950 


3, 215 


35, 585 | 
2, 865 | 
826 | 


178, 044 


150, 148 
27, 896 | 


292, 001 


62, 551 | 
229; 450 | 


1951 1952 

7, 127 
79, 640 | 8,811 
26, 739 | 1, 363 
49, 515 | 291 
2, 215 | 1, 174 
1, 171 | O83 


232, 222 | 126, 647 


203, 352 | 
28, 870 | 


97, 095 
29, 553 


175,058 | 101, 264 


42, 537 
58, 728 


69, 133 
105, 925 | 


Source: Foreign Commerce and Navigation of the United States; United States Imports (FT’s) Depart- 


ment of Commerce, Bureau of the Census 


| 
271 | 
| 
8, 136 | 
7, 982 
5,336 
1, 369 
- 13 | 79 
: 936 1, 207 
38 53 
1,304 1, 
1,302 3, 492 
906 3, 755 
1,375} 1,518 
(8) 0 
3, 117 3, 989 
| 19370 
24 (8) 
5,254! 2,526 
1 24 
2, 502 
Average | 
| 
47, 490 | 
| 49,750| 
16, 160 8.879 
3, 640 2, 703 
ra | 33.837| 426,638 | 
= 
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TABLE 3.— Exports and imports of specified dairy products, United States, 1920-52 


[In millions of pounds 


Butter Choos Condensed Evaporated | Dried whole | Nonfat dry 

me milk milk milk milk solids 

| Ex- Im- Ex- Ex Im- Ex- Im- Ex- Im- Ex- Im- 


Ports! ports? ports | ports? ports | ports? ports! ports? ports ports?) ports ports? 


1920 | 19.2 16.0 277.3 134.0 

1921 9.0 11.9 26.9 4.3 195.9 

1922 1.1 7.0 3% 46.6 57.9 131.0 

1923 6.9 23.7 &5 | 64.4 57.5 136.9 

1924 19.4 4.6 59.2 4.2 4.7 142.3 

1925 5.6 7.2 9.7 62.4 128 1.0 105. 1 6 

1926 6.1 $1 38.7 3 75.8 1.3 

1927 8.5 35.0 5 68,2 21 

1928. 4.4 4.7 2.8 | $1.4 35.4 1.1 76.9 1.5 

1929 3.9 2.8 41.3 6 2.0 

1930 3.0 2.5 2. 68.5 30.3 1.4 60.9 3 

1931 2.0 1.9 19 62.0 19.8 6 56. 2 

1932 1.4 1.0 1.5! 55.6 11.9 7 39. 6 A 1.9 0.6 1.7 a 
1933 1.3 1.0 1.4 48.4 1.0 $2.4 1.6 0.1 
1934 1.2 1.3 1.4 | 47 8.2 38. 0 (4 1.7 (4) 1.4 (4) 
1935 } 1.0 | 22.7 1.2 | 48.9 1.9 f 32. 2 ( it 2 1.2 3 
1936 8 9.9 1.1 | 59.8 2.4 2.2 23. 6 ( 1.8 4.2 1.9 20.0 
1937 8/111 1.2. 60.6 1.5 22.9 2.1 1.5 2.1 1.4 
1988 2.0 1.6 1.5 | 54.4 5.4 23. 7 3.8 
1939 2.3 1.1 1.5 | 50.1 23 2 7 (4 6.3 ‘ 2.1 ) 
1940 2.9] 1.4 23 | 32.6 27.4) 118.7) 7.5) (4 ¢ 
3.3 3.7 95.0 | 20.0 2.0 (4 602. 0 (4 15.0 (4 0) (4 
1942 | 15.2) 20.1 308.0 24.2 14.0) 134.0 ‘ 
1943 85. 6 165.0 | 25.2 4.0) 558.0 30.0 (4 232. 0) 
1944 | 8$7.6/ 1.7| 2050! 9.0 52.0 ‘ 540.3 20 (4 
1945 117.9 3.7 194.3) 83 113.2) 70.7 65.0) (4) 180. 2 ] 
1946 | 7 7.0 186.7 20.8 85.0 (4 H26. 3 6 146.0 (4 167.9 (4) 
1947 11.9 3.8 177.4 8.7 108. 2 (4 160.8 (4 (4 148.1 (4) 
19458 5.8 2 95.6 | 23.6 111.4 4 $15.3 (4 100 (*) 159. 2 3.1 
1919 1.2 3 98.0 32.0 78.3 9.5 (4 81.4 213.7 3 
1950 3.2 (4 $7.5 | 56.2 27.9 150. 1 4 62. f (4) 220. 4 2.5 
195! 79. 6 3 ‘ 203. 4 (4) 59 105.9 1.0 
1952 Q 5 3.8 49.2 fh 97.1 42 37. 0 58. 7 6 


! Reexports included, 1920-33. 

2 General imports, 1920-33, beginning 1934, imports for consumption. 
3 Imports for consumption. 

4 Less than 50,000 pounds. 


Source: Foreign Commerce and Navigation of United States, 


The CuainmMan. Are there questions of Mr. Holman? 

Mr. Burrs. May I ask one question? 

The Cuairnman. Mr. Betts. 

Mr. Brerrs. For my own information, was the ban on butter in 1951 
proposed under section 104? 

Mr. Houtman. Yes, but it goes deeper than that, sir. 

When the Second World War came on, the importation of butter 
was embargoed under the Second War Powers Act, and no butter 
came into this country durng that period. Maybe a million pounds, 
or something like that, a vear. 

That condition continued until the Congress passed section 104. 
The Secretary of Agriculture, in determining quotas for cheese, picked 
the years 1948, 1949, and 1950, and averaged them with respect to 
each commodity covered by the section. Imports of butter, butter 
oil, and nonfat dry milk solids were prohibited. 

Those averages happen to be the greatest amounts of these dairy 
commodities that have been imported into the United States since 
1939. 
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Mr. Berrs. That is all, Mr. Chairman, 

Mr. Duane. Mr. Chairman. 

The Cuatrman. Mr. Deane. 

Mr. Deann. Mr. Holman, would you describe your organization 
and just who composes it? 

Mr. Houtman. | would be glad to, sir. The federation is a non- 
trading representation and service organization. It was incorporated 
under the Nontrading Act of Illinois in 1917. It is composed entirely 
of active dairy farmers. 

Mr. Deane. What average size? 

Mr. Houtman. If you don’t mind, may I complete that. 

These farmers own cooperative associations throughout the country, 
and they reside in 46 States. 

Some of these associations are manufacturing, some are marketing 
associations. But they are all farmer owned and farmer controlled, 
and there are about 460,000 producers who have the ownership of 
this organization. 

Mr. Deane. What was your production of dairy products, and the 
sale, sav, of butter, total volume for the past vear? 

Mr. Hotman. The volume was approximately 1,200 million pounds 
of creamery butter for the United States. Our members marketed 
and produced a little over one-fifth of all United States dairy products. 

Mr. Deane. What was it in 1949? 

Mr. Houman. Slightly higher than that. What happened is this: 
That after the Congress struck out the 10-cent tax on oleomargarine, 
and also permitted the manufacturer and sale in interstate commerce 
of vellow oleomargarine, the rapidity with which oleomargarine’s 
production was climbing was just about matched by the decline in 
production of butter, so that at the present time there is more oleo- 
margarine produced in the country than creamery butter. 

Mr. Deane. Just what is the difference in pounds, between 1949 
and the current vear? 

Mr. Houman. My head economist here probably has that infor- 
mation. 

Mr. Deane. Just give me the difference without computing it. 

Mr. Houtman. We do not have here the 1949 statistics but we can 
give vou the 1950 and 1951. 

Mr. Deane. I would be particularly interested in 1949, 

Mr. Houtman. I will be glad to furnish it to vou. I can give you 
the average from 1948 through 750 also. 

Mr. Deane. What is the position of the oleo people on this section 
104; do vou know? 

Mr. Houman. I really don’t. As far as I know, they are not 
opposing it. They oppose projects such as the one I suggested, 
before the Senate Banking and Currency. I suggested that some of 
the surplus butter, that the Commodity Credit Corporation be 
allowed to sell that to the Army at oleo prices. 

Mr. Deane. I may be mistaken, but I have often wondered why 
it was that the American people didn’t use more dairy products. 
Who has fallen down in not getting our people to use dairy products 
in the way that vou get them to drink ale and beer? Have you 
given any thought to that subject? 

Mr. Houtman. I have given a great deal of thought to it. I don’t 
know whether | have the answer. 
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We have established, with headquarters in Chicago, an organiza- 
tion entirely financed by dairy farmers, known as the American 
Dairy Association, whose entire activity is for the advertising of 
dairy produets, including butter. 

It has been in existence several years. It has made some gains. 
But the big factor in the decline of butter production is just what 
I have said to vou, it is the gain of oleomargarine, displacing butter, 
and it is very hard to overcome that, especially as right now we have 
a bad press. 

Mr. Deane. How does cheese production and sales in 1952 and 
1949 compare? 

Mr. Houman. I am sorry, I overlooked the fact that we have this 
information vou want in the tables of some of our recent material. 

Now | will give vou vour answer on butter production. 

Mr. Deane. May I interrupt vou a minute? Before | pursue the 
question any further, Mr. Chairman, do we have the time? 

The CuHairman. Mr. Holman can put that information in the 
record. 

Mr. Deane. Very well. | would like him also to put into the 
record what nations he speaks about on page 4 of his statement, 
which have devalued their currency more than 30 percent, and to tie 
that statement in with the price factors, so far as these particular 
countries are concerned, in relation to his statement on page 8. 

Mr. Houtman. We have that information and will be glad to furnish 
it as part of my testimony. 

(The information referred to is as follows: ) 


1. United States creamery butter production 
Million pounds 


Difference 202. 9 
2. Per capita consumption of all butter (farm and creamery 
Pounds 
3. Total United States cheese production and per capita consumption 
Per capita 
Year Production | consump- 
tion 
Millions of 
pounds Pounds 
1952... 1, 195. 2 


4. Countries referred to which devalued their currencies in 1949 by 30.5 percent 


Australia Denmark Sweden 
New Zealand Norway 


Table A of our testimony shows how prices of cheese and butter in these 
countries compare with our support prices of 66.5 cents for butter and 37 cents for 
cheese. Our testimony (on p. 240) shows that these products from these coun- 
tries could be imported for about 75 percent of our support prices. 
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The Cuairman. Mr. Holman, we are very grateful to you for your 
testimony. If you have any f urther suggestion which might be helpful 
to the committee, you may have the privilege to extend your remarks. 

Mr. Houman. I wish to thank the chairman and the members of 
the committee. 

The CuairMan. The committee will adjourn to reconvene tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:16 a. m., the committee adjourned to reconvene 
at 10 a. m. the following day, Thursday, May 28, 1953.) 
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THURSDAY, MAY 28, 1953 


House oF REPRESENTATIVES, 
ComMITTeEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott 
(chairman), presiding. 

Present: Messrs. Wolcott, chairman, Talle, Widnall, Betts, George, 
Mumma, Merrill, Oakman, Hiestand, Spence, Brown, Patman, Multer, 
Deane, O’Brien, Bolling, and O'Hara. 

The CHarrman. The committee will come to order. 

We will continue the hearings on S. 1081. 

Mr. Carey, secretary-treasurer of the CIO found it impossible to be 
here this morning and Mr. Everett Kassalow is representing the CIO 
and Mr. Carey. . 

Mr. Kassalow, we are very glad to have you proceed. Do you want 
to present the CIO statement for Mr. Carey? 

Mr. Kassatow. Yes, sir. I spoke to Mr. Carey last evening and 
he was detained in Syracuse. He asked me to express his regrets to 
the committee, and he also stated that he would like to say what he 
said before the Senate committee, which is to congratulate the chair- 
man and the committee for taking the time to consider this subject 
which is vital to our national security. 

I am executive secretary of the Economic Policy Committee of the 
ClO and will read Mr. Carey’s statement for him. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, AS READ BY 
EVERETT KASSALOW, EXECUTIVE SECRETARY, ECONOMIC 
POLICY COMMITTEE OF THE CIO 


Mr. Kassatow. The CIO is pleased with this opportunity to 
present its position on the need for standby economic control legisla- 
tion. This subject should have a top priority on the list of things our 
country must be doing to meet the worldwide Communist threat. 
Genuine preparedness must include economic preparedness. 

It is only a little more than 2 months since | testified on this same 
subject before the Senate Banking and Currency Committee on behalf 
of my organization. Our statement then was a comprehensive ex- 

lanation of our position on this matter and rather than repeat it 

los let me say that we stand on that record and ask that this state- 
ment of March 13 before the Senate committee be placed in your 
record and be considered part of our testimony today. Copy of 
March 13 statement is attached. 
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Let me say that the sorry spectacle of Senate bill 1081) which 
finally passed convinces us that the basic position we took on this 
legislation 2 months ago before the Senate Banking and Currency 
Committee is absolutely sound. We said then and we repeat now that 
this Congress must not pass the buck to the future and it must not 
dodge its basie responsibility ef enacting here and now in this session 
a comprehensive standby control bill which will assure every American 
than when and if another war emergency strikes, equality of treat- 
ment will be his lot. 

The emasculation of S. 1081 as it finally staggered through the 
Senate should convince even the honest supporters of a 90-day freeze 
bill that this method of handling controls in an emergency will not 
work. 

Mr. Merritt. When you say it should convince even the honest 
supporters of a 90-day freeze bill, are vou assuming that some of the 
supporters of the 90-day freeze bill are not honest? 

Mr. Kassatow. I had the impression, reading the Debate Act 
hearings that preceded it, that some of the people who finally voted, 
as I recall the vote in the Sanate, the final passage on that bill, had 
earlier expressed opposition to any standby control legistlation. But 
apparently wher the vote finally came ov S. 1081 they were willing 
to vote for it. 

Mi. Merrinu. That isn’t necessarily dishonest. 

Mr. Kassarow. In contrast to that I find that the mejority of 
the Senate Banking and Currency Committee, a majority but not 
all of them, right from the start were for a 90-day freeze bill and | 
am differentiating between those two groups in terms of those who 
had from the outset supported the 90-day idea, and those who hed 
opposed it but apparently on the final vote were willing to go along 
with it in what I would call its emasculated form. 

Mri. Merritt. There might be honest disagreements and not dis- 
honesty, don’t you think? 

Mi. Kassatow. That might be a different way of formulating it. 

Mr. Merriti. A better way, don’t you think? 

Mr. KassaLtow. It just seems strange to us that scme people will 
line up and ctretdabiaals oppose any standby control legislation, and 
say it would be a bad thing for the country—ard I can understand 
that point of view—then sudderly, or the final passage, we find they 
are supporting this somewhat emasculated version of 8. 1081 and 
that is what I am referring to. 

If anything could have been claimed for the freeze as a substitute 
for a comprehensive control bill it was the speed with which it might 
have enabled the President to act at the outbreak of an emergency 
and to act on the total wage and price front. Under the bill as finally 
passed, however, the whole business of a congressional debate or 
discussion would have to be triggered and the element of quick action 
is gone. Then too, the amended price sections of the bill would 
render most food and related farm prices uncontrollable during the 
freeze period since all kinds of formulas and margins would have to 
be calculated. The only things which would be frozen for sure are 
wages, the prices of some raw materials, and some manufactured 
goods. 

But even if S. 1081 provided a genuine freeze, it would be no answer 
to the country’s basic needs. We have, within the past decade, come 
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through two severe war-induced inflations. There simply should be 
no question but that we now know what kind of legislation this country 
must have to halt and indeed prevent inflation in a war emergency. 
To wait until the bombs fall when Congress will be overwhelmed 
with the problems of military appropriations, increasing the size of 
the Armed Forces, and rewriting the Draft Act, reorganizing the 
Government, and other such tasks—to wait until then is to invite 
economic disaster and undermine our will to produce for ultimate 
victory. 

Unless truly effective and comprehensive standby control legislation 
can be enacted, the whole undertaking should be abandoned. To 
enact such weak, inequitable, and illusory legislation like S. 1081 can 
only serve to lull the American people into a false sense of security. 
If we cannot have good wage and price standby control legislation, 
then the Congress should merely continue on the statute books the 
barest minimum of authority needed to provide support for rent con- 
trol and the defense production and materials program. 

We earvestly urge the members of the committee to face this job 
with real vigor and determination now, while there is time for cool 
and careful judgment. For the main outlines of how we think the 
legislation should be written let me again refer you to our statement 
of March 13. I think what we proposed there, namely that the start- 
ing point of vour deliberation be the Defense Production Act of 1950 
as amended, with necessary strengthening and clarifying additions 
which our statement spelled out, can furnish the Nation with truly 
effective protection in a future emergency. To do less is to weaken 
our Nation in the present international struggle for freedom. 

The Cuairman. Mr. Kassalow, do you care to read Mr. Carey’s 
statement before the Senate committee? 

Mr. Kassatow. No, but I should like that entered in the record as 
part of his statement today. 

The CHairMan. It may be inserted in the record. 

(The statement referred to is as follows: ) 


STATEMENT oF JAMES B. Carry, SECRETARY-TREASURER, CONGRESS 
oF INDUSTRIAL ORGANIZATIONS 


The CIO welcomes this opportunity to state its views on the need for a standby 
economic control bill. In the summer of 1950, we recognized that the outbreak 
of hostilities in Korea clearly marked our country’s passage into a new and critical 
era. From long and bitter experience, we had come to see that the Communist 
enemy should not be underrated. 

Let me say to you, frankly, that so far as we can see, nothing in the inter- 
national picture has changed enough to lead us to believe that the Communist 
threat to our free institutions has abated. Tacks and turns there have been, but 
the fundamental drive of the Communists to enslave the free world persists. So 
long as this active threat persists, of course, our Government must be armed with 
sufficient power to deal with any economic emergency that may arise out of the 
now cold, now hot war. 

If an emergency hits, we should not again be compelled to wait many months 
for enactment of a stabilization law and the setting up of controls agencies while 

rices skyrocket. In the first month after the Communist invasion of South 

‘orea, raw-material prices jumped more than 8 percent and wholesale prices rose 
over 3'4 percent—building up price pressures throughout the economy. In the 
3 months from November 1950 to February 1951—after the Chinese intervention 
in Korea—raw-material prices continued to skyrocket, wholesale prices rose 
7 percent, and the Consumers’ Price Index increased more than 4 percent. Had 
there been adequate standby authority on the statute books, immediate action 
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could have been taken to curb the speculation, profiteering, and inventory 
building that shot prices upward. 

Our experience in those 7 months after the Korean war started, when no 
authority was available to cope with inflationary pressures, should have taught 
us a lesson for the future. We cannot predict now what kind of emergency may 
arise, whether the Soviet forces will embark upon another Korea or start an 
all-out war. Our domestic economy should be fortified against any type of such 
emergency just as we have been planning to protect our national security. 

The CIO does not favor controls for controls’ sake. But we view them as a 
necessity under the threat of sharp inflationary pressures. 

On each oceasion since 1950 on which we have come before this committee, as 
well as its counterpart in the House, to testify on defense legislation, we have 
stated our conviction that no half measures would suffice to prevent the kind of 
inflation that is a constant threat in an era like this. 

In 1951 and 1952, we pleaded with the Congress to strengthen the Defense 
Production Act to build a stronger line against inflation. We warned that unless 
this was done, unless the gaping price loopholes were plugged, the entire stabiliza- 
tion program would collapse under the intolerable weight of inequity. 

Well, the record is clear. By the fall of 1952 living costs were up 13 percent 
over the pre-Korean level. The failure to provide realistic price-control powers 
for the Executive made the system of wage controls totally inequitable. Finally, 
last fall, at our 14th annual convention, we were forced to plead for the ending 
of wage controls as the only means of protection left for wage earners caught in 
the vise of a near wage freeze and a mock price-control system. 

Much of this is just past history by now. No one is proposing that controls, 
even equitable controls, be installed right now. 

But we should learn something from this past history as we come to grips with 
the issue of standby controls. Above all, it must be clear that the basic principle 
of equality of treatment and equality of sacrifice should be the underpinning of 
any standby control bill. Unless this principle is adhered to unequivocally, no 
control program will ever have a fair chance of success. 

If this Congress is seriously considering passing a standby control bill, which 
includes the same kind of crippling price loopholes that plagued us in 1950, 1951, 
and 1952, then we suggest the subject be dropped posthaste. The experience of 
the past 2 or 3 years demonstrates that either we have an effective and enforceable 
price and wage stabilization system, or better have none. 

We also believe this issue of what kind of control bill we need should be met 
head on right now. In the face of 3 or 4 years of experience with controls in 
World War II and the still fresh experience of the past 245 years, can anyone 
seriously contend that we don’t know the kinds of powers Government can and 
must have to halt war-caused inflation? 

The proposal to substitute some dubious temporary freeze power for a well 
thought out and carefully drafted comprehensive standby control bill is absurd. 
Here Congress has a unique chance to act with care and thought in passing a fair 
and equitable control bill during a period when honest reflection can override 
partisan interests. Why dodge this responsibility? 

The very onset of an economic or military emergency generates pressures that 
make it impossible to give clear and dispassionate consideration to a subject 
like economie controls. Can anyone forget the frantic scrambling and confusion 
of June, July, August, and September of 1950? Is there any reason to believe 
that a future emergency will be less pressing or less difficult? If you try to act 
during an emergeney period, loopholes or ill-conceived provisions will almost 
inevitably creep into a control bill. To expedite its passage, deals must be made 
with one pressure group or another. 

A great part of the present defense effort has been devoted to expanding the 
economic mobilization base, increasing production capacity and know-how so 
that military production can be stepped up sharply, if warfare spreads. We 
believe that a standby control bill which incorporates the best experience of 
World War II and the Korean years is on a par with this effort to get the war- 
production machine in smooth working order to meet any future emergency. 

Why wait for the fire to break out before you lay in the best possible fire-fighting 
equipment? 

Many of the very members of this committee know what has to be done. 
They've been through 2 or 3 years of hearings and they know where the loopholes 
are, if they want to find them. Let’s get at the job now and do it well rather 
than take the easy route of passing the buck to the future or slipping through an 
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inadequate control bill which will only give us the illusion of protection against 
inflation, should a future economic emergency come upon us. 

We suggest that the Congress take the Defense Production Act of 1950 as 
amended, that is the present law, and eliminate some of its original defects as 
well as the special-interest amendments that have riddled it during the past 2 
years. This should leave us with a good, basic standby control law. 

Most of you are familiar with those provisions which must be knocked out 
if any future price-control system isto work effectively. Today, we propose 
only to list some of the more important ones. But, in addition, I want to men- 
tion a few provisions which should be added to the Defense Produetion Act, 
which will strengthen it for future emergencies. 

The overall objective in this legislation should be to arm the President with 
sufficiently broad and flexible powers to deal with any economie crisis that a 
future and national emergency may bring about. Frankly we ean think of 
many situations in which any simple freeze would be totally useless. Inflation, 
for example, may strike only limited sectors of the economy. Any standby 
bill which this Congress passes should be flexible enough to permit the President 
to cope with limited as well as general emergency situations. 

There are a number of basie changes which should be made in the wage-price 
sections of the Defense Production Act to make it a good working instrument 
for any future need. Let’s turn to the price side first. In the first place, everyone 
should be able to agree that, unless some fair and equitable means for controlling 
food prices can be devised, no price-control program can sueceed. Jumps in 
food prices build up those tremendous pressures which sooner or later crack open 
the entire stabilization program. 

Yet, it remains clear that bountiful production of farm products is essential 
for national well-being and security. The great flood of agricultural production 
in World War II was a tremendous weapon in democracy’s arsenal. So, we face 
the twin problems of keeping up the farmer’s incentive to produce, while simul- 
taneously stabilizing food prices for consumers. 

From the record, it appears that during World War II, despite far greater in- 
flationary pressures, we seemed to do a better job of keeping the cost of living 
stable. If any future price agency is to halt the inflation of food prices in an 
emergency, it will have to have certain powers which were available to it in World 
War II but were denied it in the Defense Production Act of 1950. 

The CIO believes now, as it has in the past, that farmers are entitled to parity 
prices for the products they produce and sell. During an emergency, however, 
we feel that the only practical method for controlling certain retail food prices 
adequately while guaranteeing parity prices to farmers, is through a subsidy au- 
thority such as was used during World War II. The Defense Production Act 
should be amended to include authority for the use of subsidies to control the re- 
tail prices of essential foods whenever such prices show a tendency to rise sbarply, 
once a price-control system has been put into operation. Our own studies have 
convinced us that some food prices—basic in the cost of living—cannot be con- 
trolled effectively without this subsidy authority. 

One of the most critical food items, of course, is meat. The so-called Butler- 
Hope amendment which prohibited the establishment of slaughter quotas for 
meatpackers should be torn out of any future control bill. So long as this pro- 
hibition on a quota system exists, no price agency in the future would be able to 
assure a fair distribution of livestock and adherence to ceiling prices. If a black- 
market in meat is to be avoided in any future inflationary emergency, when and 
if controls are invoked, the OPS must have the power to establish slaughter quotas, 

Another bad provision in the present Defense Production Act is the so-called 
Harrison amendment to section 402 (d) which removed the price agency’s power 
to control fruits and vegetables. A large part of every food dollar goes for fruits 
and vegetables. This item must be subject to control in any realistic price- 
control program. 

Section 402 (d) (3) should be revised to eliminate the so-called Capehart amend- 
ment. This amendment, of course, is now a matter of history, but it or anything 
like it should be struck from a clean bill as a matter of principle. This kind of 
provision raises prices unnecessarily and tends to establish the dangerous idea that 
all cost increases must be translated into price increases, something quite alien to 
the American enterprise system. 

Any future price-control act must permit the price agency to require grade 
labeling of price-controlled goods. Unless such a quality control device is estab- 
lished, it is impossible for the price agency to do its job properly. Moreover, any 
price agency must also be in a position to guarantee the continued production and 
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sale of so-called low end items—something that is now prohibited by the Defense 
Production Act. 

The Defense Production Act should also be amended to eliminate the so-called 
Herlong provision, which guarantees pre-Korean percentage markups to whole- 
salers and retailers. This kind of margin guarantee provision pyramids manu- 
facturers’ ceilings into much greater selling prices at wholesale and retail levels. 
Generally in the administration of price control, fairness and equity frequently 
require recognition of the regular percentage margins practiced in different 
industries. However, in other cases, where costs can be absorbed, a reduction 
in such margins is possible and reasonable under a price-control system. No 
future price-control agency should be so restricted that all such margins are 
guaranteed. 

The act should be clarified to allow more effective control over rates charged by 
publie utilities which are not subject to regulation by any local, State, or Federal 
body. The milk-control price provisions should also be modified to allow more 
equitable price treatment for this very vital food element. 

The Bricker amendment which requires OPS ceilings to comply with State 
minimum laws should also be eliminated. In a number of States the prices of 
groceries, cigarettes, and beverages were raised unnecessarily because of this 
provision. It also interfered with the establishment of fair ceiling prices for milk. 
It would also make it next to impossible, in some States, to establish overall flat 
ceiling prices for groups of sellers. 

Any price-control law which is enacted should also give the price ageney power 
to place margin (down payment) requirements on purchases in the commodity 
markets where futures in raw materia!s are bought and sold. This would tend to 
reduce the possibility of excessive speculation in the event of new emergencies. 

In regard to rent control, the CIO believes we have a special problem which 
requires separate treatment. Shortages of housing due to wartime curtailment, 
federally imposed restrictions, credit, or allocations of material for other purposes, 
eannot be quickly offset. Restrictions during World War IT and sinee the attack 
on Korea have reduced our housing supply. 

The CIO, therefore, believes that the authority for Federal control must be 
eontinued until the supply of housing in the local community approximates the 
need as measured by the vaeaney rate. Controls should be continued in areas 
affected by defense production which are suffering from a housing shortage. 
Communities like Oak Ridge, Tenn., which have not been declared critical under 
the present procedures, should be protected even though in this case the Govern- 
ment happens to be the landlord. We urge this committee to continue the Hous- 
ing and Rent Act of 1947 for a period of 2 vears with provision for administrative 
diseretion to the President to determine the areas to be contrclled, decontrolled, 
or recontrolled; that the administration have authority to set a fair level of rent 
with provision for adjustments subject to appeal by both the landlord and tenant 
to the Emergeney Court of Appeals. In communities affected by a large volume 
of defense contracts we recommend that this committee provide for the establish- 
ment of rent stabilization when the vacaney rate is 2 percent or below, and provide 
for maintenance of the Federal program until the vacaney rate reaches 7 percent, 
the vacancy standard established by the Federal Housing Administration. 

Generally speaking, in a standby-control bill there should be increased adminis- 
trative flexibility so far as the handling of wages and prices are concerned. If, 
for example, some special emergency situation threatened to push up the prices 
of only a limited number of commodities, the President should have the power 
to institute selective price controls. As it now stands, however, to do this he 
must also institute wage control in any industry where he imposes price control. 
By its nature, wage control cannot be selective (it is virtually impossible to impose 
wage controls just for workers in | or 2, or even a few industries), so if we reach a 
situation where it may be necessary to control just a few selected prices, under the 
present act, the President may be forced into a total stabilization program. 

After all, in the kind of world we live in, rubber supplies or tin supplies or large 
sections of our copper supplies might suddenly be eut off. In such a situation, 
the President should be able to impose price controls on these commodities without 
having to run the whole gamut of total wage and price control. 

Frankly, we felt that the original act was mistaken in providing such a tight 
and absolute linkage between price and wage controls. Certainly, in a standby 
bill it would be foolish to restriet the President’s authority in this respect. 

We do not like to leave this question of inflation control in a future emergency 
without asking this committee to address itself to the problem of controlling bank 
credit. The failure of the Federal Reserve Board to tackle the control of commer- 
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cial credit with real courage during the critical vear following the outbreak of hos- 
tilities in Korea helped feed the inflation fires in no small measure. It is all well 
and good to harp on the great role that can be performed by indireet controls as is 
the wont of so many experts in this field. But where one of the crucial indirect 
control agencies, in this case the Federal Reserve Board, fails to measure up to its 
responsibilities, the entire stabilization program can be jeopardized. In the event 
of a future emergency, this country should be spared the spectacle of a phony, 
so-called voluntary self-policing control of bank credit instead of a realistic and 
positive program directed by the central banking system. 

Let me restate our conviction that the soundest line that this Congress can 
pursue is to take the present Defense Production Act, amend it along the lines we 
have suggested above, and then extend it for the duration of the emergency. This 
will give the President a real chance to deal effectively with any future emergency 
inflationary threat. 

We feel that this Congress would be shirking its responsibility if instead of 
writing a sound standby bill onto the books, it enacted only a stopgap temporary 
freeze bill. Inherent in every freeze program are great inequities. Moreover, 
there is no reason to think—now I am repeating this point because I believe it 
should be crucial in vour deliberations—that any Congress in the midst of a new 
national emergency will have the time and opportunity to pass a truly equitable 
and workable control bill. Inevitably, it will be overwhelmed with the problems 
of military appropriations, reorganization of government, and similar matters 
if such an emergency occurs. 

By taking action now and passing the kind of a standby control bill that will 
assure all sections of the American population that equality of treatment will be 
their lot in the event of a future emergency, this Congress can make a real contribu- 
tion to American preparedness. 

The CHairrMan. Are there questions of Mr. Kassalow? 

Mr. Merritt. Mr. Chairman. 

The CuarmmMan. Mr. Merrill. 

Mr. MerriLt. | think that you would at least agree with this 
statement, wouldn’t you, sir, that the effort of the Senate to enact 
legislation now to apply to an emergency that may take place 2, 3, 
or 4 years from now, has not been a successful effort, wouldn't vou? 

Mr. Kassatow. | think that the Senate committee, the majority 
of it, got off on the wrong tack when they sought to establish or sub- 
stitute a 90-day freeze bill for what we would eall a comprehensive 
standby control bill. L think once they got off on that footing they 
made a mistake, and so far as we could see the greater part of their 
deliberation centered on the question of a 90-day emergency freeze 
bill rather than a comprehensive consideration of the experience that 
has gone before us in World War I], and in the Korean emergeney, 
and building upon that experience, a statute which could be brought 
into action when and if an emergency struck on a comprehensive 
standby basis. 

Mr. Merrity. Do you agree with the testimony by Dr. Flemming 
and others, that even the standby freeze bill that passed the Senate 
is defective, and as it is now written could not be made a workable 
freeze program? 

Mr. Kassatow. Yes, sir; I think we state that in our statement 
here today. 

Mr. Merrityi. Now, we just assume that the Senate did the best 
it could on this particular legislation. It is important. Wouldn't 
you say that writing a standby freeze piece of legislation to apply in 
the future would be a much simpler task than writing a complete 
standby law, price-control law, to apply in the future? Wouldn’t you 
say that writing a freeze order is much simpler than writing a complete 
standby control law? 
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Mr. Kassatow. I should agree that that would be simpler, but I 
woudn’t agree that that is good national policy. 

I think that this is a period when we have time to reflect upon what 
has gone on before, and Congress could put onto the statute books a 
bill that would reflect the best experience of the past, and insure to 
the American people that when and if such an emergency struck 
again the bill would be there ready to be put into law which would 
guarantee equity of treatment and prevent any kind of breakneck 
inflation such as you usually get in the first few months of a defense or 
war emergency. 

Yes, I would agree that it would be simpler just to take the easy 
way out and say we will enact a 90-day freeze and then hope that if a 
crisis comes we will take advantage of that freeze and try to get a 
real bill through then. I would agree that would be simpler. But I 
don’t think it would be good national policy. 

Mr. Merritu. Well the point that is worrying a lot of us, I think, 
is this: We think that it would be most difficult at the present time 
to write either a freeze order or a standby control order that would 
still be workable when it was brought into effect 2 or 3 or 4 years 
from now. 

We feel that it would probably be almost impossible, if not impos- 
sible, to at this time write a detailed bill, or a freeze bill, that would 
contain the proper exceptions, and that would consider properly all 
the situations that must be dealt with 3 years from now, when the 
act would go into effect, and we think perhaps that the fact that the 
Senate, in its effort to write a freeze order, the fact that the Senate 
has apparently failed to write one that would be workable, is pretty 
good indication that we may be right when we say that it would be 
almost impossible to write either a standby freeze order or a standby 
price and wage control bill now that would be workable in the future. 

What do you think about that? 

Mr. KassaLow. The whole problem of warfare in an age like this 
is a pretty complicated business, and I think it is pretty clear that the 
people in the Pentagon are taking certain risks, and making certain 
calculations as to what future military needs may be in the form of 
new Weapons, new planes. Yet they have gone ahead with a pretty 
comprehensive $40 billion program each year, based upon the fact 
that they think they can anticipate at least the major outlines of 
what a wartime crisis would be and I find it hard to see why, in the 
light of 2 past crises within the past 10 years, the 2 Senate committees 
cannot do the same and at least sketch in the major broad plans of a 
control program. 

If an emergency comes along 3 or 4 years hence, such as you desribe, 
vou would have that there ready to go into action. We think it 
would prevent a great deal of inflation. 

If something is radically changed in between in these succeeding 4 
years, in the first place if it changes in the next year or two, I think 
this is a bill that should be kept alive and reviewed periodically, but 
let’s say it changes in the act of an aggression that is committed 
against us. The Congress can modify such bill as they have already 
put on the statute books if that is necessary. 

I just have the feeling that if you had ak a good bill on the books, 
you would at least be telling the American people that so far as we 
can see, in the best of our judgment, we are setting out the rules of 
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the game, so that there will be equity of treatment when and if this 
emergency comes. ‘This is all we can do. We don’t say it is a sure- 
fire thing. If necessary we will amend it when that crisis comes. 
But at least we have filled up this gap in our preparedness program. 

Mr. Merrit. Dr. Flemming says in his testimony before us that 
he proposes to have a planning body sitting at regular intervals to 
make a draft of what control legislation we should have if it had to 
be imposed immediately. 

He says further that he would expect that planning body to review 
this legislation almost continuously to see what new conditions have 
arisen. 

So that, this planning body could have prepared, at all times, for 
submission to the Congress, a draft of control legislation that would 
keep in mind all of the new factors that come into the economic 
picture. 

He further says that he plans, in working out this control legislation 
draft, that he proposes to consult constantly with this committee 
and with the Senate committee having jurisdiction over this par- 
ticular kind of legislation, so that the two committees would always 
be aware of the planning for this legislation that is taking place down 
in Dr. Flemming’s office. 

Now, do you think that might not be a good idea, rather than to 
enact a bill now which even now we say, of the Senate bill, must be 
amended before it is workable? Don’t you think it might be a good 
idea, rather than enacting the legislation now, to draw up a draft of 
what the legislation should be, keep it constantly revised in the 
light of changing conditions, and keep constantly in touch with the 
two committees that must ultimately pass on the legislation? Don’t 
you think it might be better to keep that draft of legislation on a 
standby basis ready for immediate enactment than it would be to 
put a complete statute on the books right now that would, as history 
has shown in the Senate bill, have to be amended before it could work 
anyway? 

Mr. Kassatow. Congressman, if I understand Dr. Flemming’s pro- 
posal, he is going to do this under the authority of the National 
Security Act statute of 1947. 

For over 25 years I was a member of the top staff of the National 
Security Resources Board. I left there only last February. This was 
the agency charged with the responsibility to do just what Dr. Flem- 
ming is now proposing to do in the future. 

Now I would say that I think that what he is proposing is a very 
good thing. I believe that this subject should have continual study, 
and there should be consultation between Congress and the executive 
branch on it. 

However, I can recall several things which lead me to doubt that it 
is a sufficient approach. 

We had a National Security Resources Board several years before 
the outbreak of Korean hostilities. That Board had prepared any 
number of standby-control statutes to be brought into play, with 
congressional approval, naturally, when and if a crisis came. 

The crisis came in June 1950 and it was July, August—it was over 3 
months, as I recall—before the Congress could get around to enacting 
the bill that NSRB had prepared and ultimately introduced. At 
least the Executive had taken that bill. 
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So there you see you had a delay of at least 3 months to begin with. 
Conceive of circumstances where we had an attack upon the U nited 
States. We might have a very great deal of difficulty in convening a 

regular session of Congress and if it were an attack upon the U nited 
States the task of mobilizing, rewriting the Draft Act, and so forth, 
would be so much greater that you might have even a longer time 
before you could put this statute into effect. 

It seems far more logical to me to say, “Look, give us the best bill 
you can produce now, Dr. Flemming, on the basis of what we know 
about this kind of a crisis, and how it might hit in the future. Surely 
we want to work with vou continually, something like the Jomt Com- 
mittee on Defense Production. We want to meet with members of 
your staff all the time to review this bill and modify and amend it in 
the light of vour studies and our reflections upon it. But let us have a 
bill on the statute books so that that gap is closed and we won’t face 
that crisis period where we will have nothing to deal with in such an 
emergency, 

Mr. Merritt. How have vou closed the gap, if you have on the 
statute books a bill that has to be amended before it can work at all? 

Mr. Kassatow. You are assuming that it has to be amended, but 
if we had such a bill on the books, the President, let’s say, in the event 
of such a crisis, could bring it into action, and if there were some 
weaknesses in it, the Congress could act upon those, but at least insofar 
as we could see the overall area would be covered. 

The exception would be the weaknesses, not the overall area. That 
first emergency speculation, which usually gives vou the biggest bulge 
in your price index, could be minimized or even climinated perhaps 
if vou had such a bill on the books. 

If you will look at the indices after Korea, by February the creater 
part of the inflation had largely spent itself, and it is our feeling that 
had we had a good control bill in effect by the end of June, let “alone 
at the time the crisis came, vou might have avoided the worst of that 
inflation, and you never can be sure about these things but certainly 
if vou study the price indices that is the impression one gets. By the 
time they were able to bring the control machinery into effective 
action, in January and February, the inflation was halted. 

Now there probably were other elements at work, and I wouldn't 
want to just attribute it solely to the control machinery, but I think 
it was the big stopper on the inflation of the post-Korean period, and 
and I think we could have saved 6 months had we had the kind of 
bill we have been talking about in our testimony. 

Mr. Merritt. Will vou not agree that there was control legislation 
on the books a long time before it was actually exercised? 

Mr. Kassatow. Yes; 1 think there was a delay on the part of putting 
it into effect. 

I think part of it could be attributed to the fact that you had to build 
up an organization and until you passed the Defense Production Act 
of 1950, in September, you couldn't seriously begin to build up your 
control organization. 

But I will agree with you, I think a better job could have been done 
even within that framework than was done. 

Mr. Merritt. You are not suggesting that we build up a control 
organization and keep it on the standby basis? 
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Mr. Kassatow. No; but I think if vou have a standby bill on the 
books you could have a skeleton of an organization or know what it 
is going to look like so that vour problem of recruiting becomes a lot 
simpler. 

In this sense I certainly approve Dr. Flemming’s plans as he seems 
to have indicated them, in having a nucleus of trained people on hand 
that he can expand into whatever has to be done. 

Mr. Merritt. Wouldn’t vou agree that during the period after 
control legislation had been passed, and before the President actually 
imposed controls, wouldn't vou agree that a lot of the price rise that 
occurred came as a result of the fear that controls might be applied 
today, tomorrow, or the next day, without warning? Don't you think 
that, for good or for bad, the possibility that controls could be applied 
without warning, had a lot to do with at least that last final tremendous 
upsurge of prices that came before controls actually went on? 

Mr. Kassatow. That is right, and if you have controls on the books 
when the emergency comes, we would expect the Executive to move 
in vigorously, impose them so as to prevent those anticipatory price 
increases that vou are talking about. 

Mr. Merritt. Then wouldn’t you say this, that the existence of 
standby legislation, that gives the President the power to act without 
warning in freezing prices, would have this effect? That the minute 
that a situation occurred in the economic world that would indicate 
that this might possibly be a time for the imposition of controls, that 
every time that situation developed, when it looked ike maybe this 
is the time that controls will come on, that that very situation would 
produce an increase in the price level which would come in anticipa- 
tion of the possibility that controls might be put on, so that the 
existence of standby controls would actually be a tremendous force 
for increasing the prices of things when we ran into a little bit of an 
unusual situation; whereas without them, business would probably 
go along and ride it through without raising prices in anticipation of 
a sudden imposition of controls? 

Mr. Kassatow. It seems to me that in the Senate debate, the full 
extension of this idea was made by Senator Bennett, if I recall. He 
said, as a matter of fact, if businessmen look at this kind of legislation, 
if you enact it, they are apt to say, we better anticipate this thing and 
get our prices up, and it would give you a perpetual inflation threat, 
he thought. 

Well, if our economy is so monopoly ridden that a manufacturer, 
just on the basis of his own administrative decision, can raise prices in 
anticipation of something, then we are in a pretty bad way. 

I don’t think so. I think that if a situation arises where manu- 
facturers can seriously raise their prices because of the anticipation 
of a defense or war emergency inflation, then the Executive should 
exercise those controls. 

I have a little more faith, though, in the working of competition, 
than to think that manufacturers at the drop of a hat can say, “We 
are now in a slight crisis, we are gomg to get prices up.” 

I think they will do it anvway. Quite honestly, | think manufae- 
turers charge whatever they think the traffic will bear, because that 
is the way they make profits and that is the way they do business, 
and I can’t see that this is really going to affect the situation very 
much. 
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Mr. Greorce. Can you tell me why it took as long as it did to 
impose controls before? The Sist Congress passed the law and quite 
a bit of time elapsed. 

Mr. Kassatow. I think that was a weakness in the administration. 
I don’t hesitate to say that. 

I say that I think that if you have a standby-control bill on the 
books, any administration should be able to at least have skeleton 
orders anticipating the kind of organization it is going to need, so 
that I think that much of a delay can be saved. But | would agree 
that those controls could have been invoked sooner than they were 

in 1950. 

‘ "Mr. GrorGe. It would have saved several billion dollars, wouldn’t 

Mr. Kassatrow. And carrying the thing one step further, if a 
bill had been in existence in June 1950, and the Executive had moved 
vigorously, we could have saved the greater part of that inflation. 

But I don’t think it should he a 90-day freeze bill. I think it should 
be a comprehensive standby bill which spells out the broad rules of 
the game. 

Mr. Mumma. Do you remember that at the time of sune 1950 there 
was an effort made to put the control bill in, and my immediate 
predecessor, a mar by the name of Kunkel, had ‘the bill in and it was 
thoroughly discussed and the administration killed it by saying it 
wasn’t needed. 

Mr. Kassatow. Was that a freeze bill, sir? 

Mr. Mumma. That was a wage-price control bill. 

Mr. Kassatow. Comprehensive bill. 

Mr. Mumma. I believe the senior members of the committee bere 
can tell us, but it was in being and they put up an awful fight for it 
and from what } hear the administration killed it, with the story that 
it wasn’t needed. 

Mr. Kassarow. I don’t recall that bill. The chairman could 
probably tell me. Was that a 90-day freeze bill? 

The CHarrmMan. It was a comprehensive bill, and the Kunkel bill 
was offered as an amendment to the introduced bill. The introduced 
bill did not include price, wage, and salary controls, and his bill did, 
and the result was that certain changes were made in the Kunkel bill 
and it was written into the law at that time, but it wasn’t used until 
January. 

Mr. Mumma. You mean between June and September it was 
changed? 

The Cuarrman. The Kunkel provisions for wage, price, and salary 
controls were included with modifications, yes. It was not imposed 
January 26. 

Mr. Kassatow. The sense of your question, it seems to me, just 
further strengthens our position. Why not debate and discuss these 
issues pro and con when you are not under the gun, get the best 
thinking of Congress, and put it on the books. Why wait for that 
kind of a crisis where the President is probably far more involved in 
military strategy decisions and wondering how large the Armed Forces 
should be and what kind of production programs he needs. 

Now at least you have time for a ces kind of reflection. 

Mr. Mumma. Mr. Chairman, do you think that original bill would 
have gone through had the administration backed it? 
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The Cuatrman. It did go through, but the President didn’t put it 
into effect. 

Mr. Mumma. It had gone through in September. There is a pos- 
sibility that if they wanted to take it it would have been put through 
in June. 

The Cuarrman. The first bill did not include wage and_ price 
controls. 

Mr. Kassatow. I think the bill was introduced by the adminis- 
tration, originally. And I think that bill did not originally include 
wage and price controls. 

The CuarrmMan. The President said he didn’t need it. 

Mr. Mumma. It is a matter of chronology, I guess. 

The CuarrmMan. The original bill introduced had to do with alloca- 
tions and priorities. 

Mr. Mumma. That was introduced sometime in June, wasn’t it? 

The CHarrman. dor’t recall. 

Mr. Mumma. I happen to know they were working day and night 
on this bill, and there were other incidents that bring it to my mind. 

The Cuatrman. Mr. Kunkel took what we all referred to as the 
Baruch basis for his bill. 

Mr. Mumma. That is right. 

The CuarrMan. It was finally adopted by the committee, with some 
changes in it. 

Mr. Mumma. Well my opinion is if those controls had been put ip 
at the start of the thing we would have saved not a few billion, but 
we might say, a hundred billion dollars, because everything went up. 

The Cuarrman. Well you must have in mind that we were facing 
a depression in May 1950. Possibly it wasn’t the policy of the admin- 
istration to freeze prices at that time. 

Mr. Mumma. Thank you. 

The CuarrmMan. Are there further questions of Mr. Kassalow? 

Mr. Deane. Mr. Chairman. 

The Cuatrman. Mr. Deane. 

Mr. Deane. | didn’t read the entire statement of Mr. Carey 
which Mr. Kassalow presented, but I have questioned personally the 
so-called 90-day freeze, and | was just thinking, in view of the climate 
and thinking in the Congress and in the country, that if we get 
anything at all, a 90-day freeze is all that we can expect. 

Do you feel that would be usefuless, if we couldn’t get anything 
else? 

Mr. Kassatow. Let me say that if you get a 90-day freeze bill, 
such as 8. 1081 is, as it came through the Senate, I think that really 
the wage and price sections of that bill are worse than having no wage 
and price controls at all. That is right on the issue that vou are 
facing. 

If you could get a better bill, that would be, I suppose, a more 
speculative matter. But we simply cannot accept the notion that 
when vou are dealing with something that is in the sphere of national 
security, you can draw back and say, ‘Well the political env ironment 
is unfavorable, therefore we are going to take an easeier way out.” 

We come back to the feeling over and over again, that while there is 
time—and maybe there will always be time, and we hope a major war 
will never break out—but now while there is time, the Congress, and 
the Executive, Dr. Flemming’s organization, and other interested 
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departments, should sit down and work out the best possible compre- 
hensive standby control bill. 

We don’t expect that will be perfect, and it is quite possible that 
some future emegency will demand a variation in it, maybe even 
scrapping of it. But that we can’t antic ipate. All we can act upon 
is our past experience and our past knowledge, and this is an essential 
part of national security, and should be done by the Congress. 

1 mean, if you think that planning for so many air groups is impor- 
tant, or planning to have so much machine-tool capacity 2 or 3 years 
hence is important, if that is a part of national security, we think this 
is a part of national security also, and we have had World War II, 
we have had the Korean crisis, and we had World War I. 

We feel that the Congress and the Executive should by now be able 
to sift through and determine what are the best and basic provisions. 

I really can’t believe, vou see, that the country is so indifferent or 
hostile to the enactment of something which you can say, “This is 
part of our preparedness program. We are going to put this on the 
statute books so that vou people know, if an emergancy comes, all 
of vou will get equitable treatment and you will not be subject to 
inflation.” 

I can’t believe that program would be unpopular. But [am not a 
politician, so [ don’t pretend that that is a final or absolute statement 
on it. I don’t think this issue should be dodged however. 

Mr. Merrit. Will the gentleman vield? 

Mr. Deane. Just a minute. Have vou studied the exemptions in 
the 90-day freeze as it passed in the Senate? 

Mr. Kassatow. As we see it, there are two things which render 
that bill just about totally ineffective. 

In the first place, the proponents of the 90-day freeze have argued 
that this would give the Executive the opportunity to step in with 
swift action, clamp on a 90-day freeze and then Congress can sit back 
and pass a more comprehensive bill to cover the duration of the 
emergency. 

As the bill has been amended, it has to be triggered either by, as I 
recall, two devices. If some country declares war upon the U nited 
States, the President can use those powers, or the Congress must act 
to authorize his using those powers. 

Now, judging by the experience we had in the Korean period, 
when Congress took 90 days or so to deliberate on the passage of a 
bill, this means that the quick action that the proponents of the 
90-day freeze promised simply will not come about, unless we fly in 
the face of past history. Congress might not even be in session when 
and if a future emergency broke out. 

In the second place, the exceptions written into the bill would make 
it impossible 

Mr. Drang. What are those exceptions? 

Mr. Kassatow. The exceptions deal with farm prices, and they get 
into the problem of reconciling any freeze price with parity prices, 
and reflecting, in the food-processing industry, certain parity prices 
and margins as I recall. 

From the administrative point of view it would seem that you 
would just take so much time to calculate those formulas and margins, 
and you don’t know what problems you might have in trying to put 
a freeze on those commodities, so that you will in eftect be largely 
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unable to control food prices, and fiber prices, and prebably, therefore, 
clothing prices. 

That being the case, the whole notion of a total freeze is pretty 
much lost. If anything could be said for the freeze im this sense, it was 
that it would come down in a total sense. 

But if vou have this large area excepted vou have made such a 
hole in the whole idea that it is just unworkable. That is what came 
through the Senate. 

Mr. Deane. How would those exceptions react unfavorably against 
labor? 

Mr. Kassatow. Well, this would probably force a quick inflation 
of food prices, and possibly of clothing prices, thereby forcing up the 
cost of living, but workers weuld nevertheless find their wages frozen 
and be unable to take any steps to reduce that inequity during this 
90-day period, so that it would be a highly inequitable situation as 
the Senate bill now stands. 

Mr. Deane. How would it react unfavorably, say, against the con- 
tracts that have been worked out with the Beatin <0 industry? 
How would that affect those particular contracts, worked out in recent 
days? 

Mr. Kassatow. Presumably, for the duration of this 90-day period 
at least, the escalator arrangements which the automobile industry 
and the automobile union have established, which adjust wages in 
accordance with changes in the cost of living, would be suspended 
for that period, as I read the bill. 

So while the cost of living might rise 3 or 4 percent in that period, 
the adjustments which otherwise might have come for the automobile 
workers, would not take place. That I think would be the situation 
as the Senate bill was finally passed. 

I think that whatever value there might have been in the freeze 
idea is pretty much dissipated by the Senate bill in its final form. 

Mr. Deane. One other question. Are vou acquainted with the 
provisions of section 104? There has been argument by those in the 
dairy industry indicating the continued interest in this legislation, 
and that it would work serious hardship to take it out. Have you had 
an opportunity to study that particular section and state what your 
position is? 

Mr. Kassatow. | think our position was made clear in earlier tes- 
timony on the Defense Production Act. We opposed that extension 
and the idea of its inclusion. We made that position clear in the hear- 
ings in 1951, as | recall. When was the amendment written into the 
bill? I think we opposed its enactment at that time, | think 1951, and 
then again in 1952 we opposed that particular amendment. We 
felt this was not the proper way to deal with that problem, in a 
Defense Production Act. 

Mr. Deane. That is all, Mr. Chairman. 

The Cuarrman. Are there further questions? 

Mr. GreorGe. Do you mean in the light of existing events, that you 
haven't changed your position in relation to the dairy industry, when 
they are in the depressed condition in which they are? 

Mr. Kassatow. If I recall our position, Congressman, it was that 
a Defense Production Act bill, No. 1, is not the device or vehicle for 
dealing with that problem. It gets to be a problem in general eco- 
nomics and international trade, as I reeail. 
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As to whether the position of the CIO has changed on that, I would 
refer you generally to the testimony we gave before the Ways and 
Means Committee on the Reciprocal Trade Act. 

On reviewing this specific industry at this time, I would hesitate 
to make a statement. 

Mr. Grorce. If we have any freeze order, you are for a straight 
overall freeze, is that right? 

Mr. Kassatow. No, I can’t say that, because we don’t think the 
freeze approach is adequate or equitable or workable, so that I cannot 
sav we support that, sir. 

Mr. Georee. That is only to give Congress 90 days time in which 
to write a workable law, isn’t it? 

Mr. Kassatow. We feel that the experience of even June 1950, 
when we had, let’s say a medium-sized crisis, the Korean crisis, is not 
promising in this respect. The Congress was tremendously harassed, 
and found great deal of difficuity in devoting time and attention which 
we think it ean devote now to the passage of a comprehensive standby 
bill. 

We prefer for the Congress to deal with this issue now, as a part of 
basie national security and preparedness, and we don’t think that 
passing the thing off to some future 90-day freeze will be the answer 
to this issue. Therefore we cannot bring ourselves to support the 
90-day freeze idea. 

Mr. Grorce. Would that be better than no legislation at all? 

Mr. Kassatow. Well, it is like saying, would 110 groups be better 
than 143 groups in the Air Force. When you are dealing with 
national security issues you have got to do your best, and we plead 
with this Congress to tackle it in that spirit. 

We know all the problems and the difficulties of anticipating crises 
but we think it should be done that way and we can’t bring ourselves 
to say that we would favor a 90-day bill under those circumstances. 

Mr. Grorae. In other words, you would rather not have anything 
on the books at all? 

Mr. KassaLtow. That is not our position. Our position is we have 
got to have good comprehensive standby legislation and that is the 
way it should be tackled and we think what happened in the Senate is 
an indication that there is no easy way out of it. 

Senator Capehart and most of his colleagues labored, I am sure, as 
hard as they could, within the confines of a 90-day freeze bill, they 
brought a bill out to the Senate, and it was knocked right over and 
what you got was an emasculation and an appearance of a freeze but 
actually a highly inequitable bill and we don’t see why it is easier to 
bring that kind of a bill out than it would be to bring out a compre- 
hensive bill which would spell out broadly the rules that are going to 
govern everyone. 

Mr. Georee. Most legislation is a matter of compromise. I know 
of no one that gets a bill exactly as they want it. 

Mr. Kassatow. I am not saying that if you wrote a comprehensive 
standby control bill, that it is probable I would agree with every 
provision offered. There would be compromises in the writing of 
that bill too, I presume, but I think that should be the approach and 
not a 90-day bill, and especially, as I say, when we have time to 
consider this carefully and cooly. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 263 


Just think of the witnesses you could call upon in a period like 
this. There is Mr. Baruch, Mr. Eberstadt, Mr. Wilson, Donald 
Nelson, any number of people, who can give you the best of their 
experience. You can draw upon Dr. Flemming and his staff, and so 
many people still have this experience fresh in mind, and I think 
we could come up with a really good comprehensive bill, and I think 
it would be an additional assurance to the American people that the 
national security program is going forward. 

Mr. Grorce. Do vou think our economy can stand or should be 
subject to any more planned periods of inflation? 

Mr. Kassatow. I don’t know what that means, sir. 

Mr. Grorce. Well we have gone through several inflationary 
spirals in the past which have destroyed the purchasing power of 
bonds, retirement funds, and things of like nature. In fact, since 
1940, the purchasing power of those investments has gone down 
almost 50 percent. 

Mr. Kassatow. As I see the record, and it is difficult for me to 
know precisely which period you have in mind, these severe infla- 
tions of the past 10 or 12 years have been war or defense induced 
inflations and it is for this reason that we come back to our position 
that to handle that kind of an emergency inflation, you should have 
the best thinking of Congress and the Executive and the best en- 
actment of a comprehensive standby control bill which the President 
can bring into action when necessary. 

I agree with vou, that that kind of inflation wreaks harm against 
almost everybody in the long run because it undermines the stability 
and growth factor in the United States. 

The CuairMan. Are there further questions of Mr. Kassalow? If 
not, thank vou very much, Mr. Kassalow. 

Mr. Kassatow. Thank you, Mr. Chairman. 

The CuHarrMANn. Our next witness is Dr. DeGraff, who is professor 
of food economics at the school of nutrition at Cornell University. 

Dr. DeGraff, we are very glad to have you here and vou may 
proceed with your statement if you desire, after which we will observe 
the right to question you on it. 


STATEMENT OF HERRELL DeGRAFF, PROFESSOR OF FOOD ECO- 
NOMICS, SCHOOL OF NUTRITION, CORNELL UNIVERSITY, 
ON BEHALF OF THE AMERICAN MEAT INSTITUTE 


Dr. DeGrarr. Thank you, Mr. Chairman. My name is Herrell 
DeGraff. I am professor of food economics in the school of nutri- 
tion at Cornell University. 

I have been invited by the American Meat Institute to present 
testimony before your committee in opposition to standby price- 
control legislation, and have gladly accepted the invitation because 
I agree wholeheartedly with the position the institute has consistently 
maintained in opposition to price controls. 

Also to your committee I would like to express my appreciation 
for this opportunity to state my views for your consideration. My 
comments will be directed primarily against the standby price- 
aap provisions of title VIII of S. 1018 as passed by the Senate on 

ay 19. 
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I wish to file with your committee this statement in which, while 
recognizing that inflation has serious consequences, I will argue: 

_ (a) That in time of national emergency of the kind envisioned 
In S. 1OS1, price increases are not wholly disadvantageous; 

(6) That direet price controls are an inept and worse-than- 
useless technique for preventing inflation—that they are a false 
crutch and an economic deceit; 

(ec) That inflation can be effectively prevented or controlled 
by other less-damaging devices, if and when the will exists for 
such prevention or control; and 
_ (d) That the freeze provisions of title VIII of S. 1081, if 
invoked, would be in any circumstances an unwarranted and 
damaging interference with the national economy—and that if 
such a freeze were effective it would have precisely the opposite 
effects upon production and consumption to those desired in a 
time of emergency. 

In time of emergency, when the national economy is under pressure 
for maximum production, a mild inflation has some highly desirable 
results. 

This is because rising prices are an enormous stimulus to greater 
productive effort. 

Between 1939 and 1944, for example, food production in the United 
States increased one-third. The reasons were several. Weather con- 
ditions in those years were not unfavorable, so that farmers could 
lay their production plans and carry them out successfully. But much 
more important was that during these years the price level for farm 
products doubled. 

For two decades prior to 1940, farmers had struggled with the 
problems of low prices. Under these conditions they did not improve 
their farming methods as rapidly as our advancing agricultural science 
would have permitted. But under the stimulus of rising prices in the 
early 1940’s they sharply expanded the use of fertilizer and improved 
seed, they bought new and more effective machinery as fast as it 
could be made available, they adopted better soil fertility practices 
and better feeding and breeding practices with livestock. 

Never before in history had agriculture gone through such a rapid 
improvement in farming methods. In consequence food production 
was increased enough to provide for our enormous military require- 
ments during the war, to provide additional food to be used as an 
international military and political weapon, and to provide also for 
a morale-building improvement in the diet of the civilian population 
at home. 

It is almost certain that without the enormous output of food 
achieved by United States farmers during the war vears the war 
could not have been brought to a successful conclusion as soon as it 
was. And it is equally certain that without rising prices for farm 
products during that time of emergency, our food production would 
not have been nearly as great as it was. 

If we had no other evidence than this of the benefits of rising 
prices, it would be an ample argument to the effect that rising prices 
are beneficial when all-out production is necessary. But it is not 
only farm production that is stimulated when prices rise. Higher 
prices are a clear call to every business venture to put forth more 
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effort. Plant modernization is fostered. Inventory values rise. 
Debts are less oppressive. Sales resistences decrease. Enterprise 
pays out—-and production increases. 

The majority group of the Senate Committee on Banking and 
Currency reporting on S. 1081 argue that price controls do not have 
an adverse effect on production, and base their view on the increases 
in production experienced during World War Il. Their argument 
completely misses the fact that the wholesale price level in the United 
States actually did rise 40 percent between the beginning and the end 
of the European phase of the war, and that our wartime production 
inereases would not have been achieved without that rise in prices. 
If and when we experience anything like a similar national emergency 
again, rising price trends will again De essential to achiev ing maximum 
produc tion. 

To be sure some persons are hurt by rising prices. This is par- 
ticularly true of those who live on fixed incomes and salaries which do 
not increase proportionately with the price level. Also some property 
values are eroded and lose purchasing power— particularly life insur- 
ance investments, savings accounts, bonds, mortgages, and the like. 
On the other hand, other persons and other property values benefit 
from the inflation that underlies a rising price level. These include 
farmers merchants, manufacturers, wage earners who find a favorable 
climate for demanding and getting higher wage rates, and such prop- 
erty values as are represented by equities rather than by promises to 
pay specific dollar amounts. Rising prices do not treat everyone 
alike anvmore than do falling prices. But among those who are hurt 
personally by rising prices are some of our most voeal groups, such as 
columnists, commentators, school teachers, and even professors of 
economics. ‘The salaries of these groups seldom keep pace with rising 
prices—and in their influential and opinion-making comments on the 
effects of rising prices these persons tend to interpret the general 
effects on everyone in terms of the effects on themselves. 

An important question in a time of national emergency is not so 
much whether prices should be allowed to rise, but how mueh rise 
may occur before it becomes harmful. In approaching this question 
we should distinguish between the psychological ievel and the economic 
level. The psychological level, Le which people start to complain 
about the higher prices, may permit only a small price increase. It is 
normal and natural that the buyer in any business transaction would 
like to obtain his purchases at as low a price as possible. 

Consequently, rising prices may bring complaints about high 
prices very quickly, particularly if there is reason for people to believe 
that such complaints may hasten an application of measures designed 
to bring prices down or hold them down, On the other hand, the 
economic level, the level of price increase at which the national 
economy would be adversely aifected, is very much higher. 

Certainly the doubling of the wholesale price level in the United 
States between 1940 and 1948 was a stimulus rather than a detriment 
to production. 

And it is my view, that in all the discussion of price problems and 
in the application of price policies, we should never overlook the fact 
that production is the essential goal at all times, and especialiy so 
in times of national emergency. 
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If prices are to serve their historic and essential function in our 
economic life they must be kept flexible. Price flexibility is even more 
critical in our economic life than is price stability. 

This important fact brings me to the second point I wish to 
emphasize. 

Arbitrary price controls as a means of combating inflation are, by 
themselves, ineffectual, and, in fact, worse than useless. They attack 
the symptoms of inflation but do not get at the cause. 

The price level of our economy is in many ways analogous to the 
temperature of the human body. A free price level tells us whether 
the national economy has a fever or a chill—a boom or a recession. 
We cannot indefinitely hold down the actual price level by price 
fixing any more than a doctor could reduce a patient’s fever by 
checking it with an inaccurate thermometer. 

If the price level is arbitrarily frozen in the face of strong inflationary 
pressures, many kinds of economic distortions are built up behind the 
artificial price dam. One of the first and clearest difficulties is that 
artificially low prices are a red light to producers and a green light to 
consumers. 

Traditionally in our free American society we have looked upon a 
high price as a stimulus to — to produce more and a warning to 
consumers that they should not or cannot consume as much. 

This is no less true today merely because it has become fashionable 
in some circles to criticize the free market as a guide to production and 
consumption. When prices are held artificially low, consumers 
interpret the low price as an invitation to consumption and demand 
increased quantities. But to producers the low price is a discouraging 
factor and in consequence they do not produce enough to meet the full 
flood of consumers’ demands. Hence the artificially low price, by 
discouraging production and encouraging consumption does the exact 
opposite of what is essential in time of national emergency when more 
production is necessary and consumption should be reduced. 

All the price controls ever devised cannot alter the fact that prices 
have essential functions to perform in our society: 

First, prices tell producers how to combine their cost factors— 
whether to expand or contract their use of labor, power, machinery, 
and alternative kinds of war materials—and what products to make. 
Comparative prices—that is, the price of one product relative to 
another—have told us over the years that we should produce more 
automobiles and fewer horses, more safety razors and fewer straight 
razors, more low-cut oxfords and fewer high button shoes, more 
vegetables for human consumption and less timothy hay for horses. 
The relative prices existing between one product and another, and 
constantly changing as between different products, still have this vital 
function. 

Second, prices guide the goods and services produced through tbe 
channels of trade, so that the various products are where consumers 
want them, when and in the form wanted. Artificial prices interfere 
with this flow and distort distribution. For example, the Nation 
experienced a potato famine in the spring of 1952. Only a part of 
the reason was the size of the barvest in 1951. Much more important 
was price control which held potato prices artificially low and resulted 
in the 1951 crop being used up long before a new crop could be har- 
vested. 
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Third, prices tell consumers what and how much to consume. 
For example, when the relative price of potatoes is high, housewives 
normally adjust by using fewer potatoes and more of such alternative 
foods as rice and macaroni. When eggs are cheap relative to meat, 
comparatively more eggs are used. When beef is cheap relative to 
pork, more beef is consumed—and so the adjustments go, throughout 
the interrelated uses of thousands upon thousands of products. 

Actually, the American economy is composed of millions of inter- 
related prices—prices which are constantly in a state of flux and ad- 
justment relative to each other. It is relative prices which tend to 
adjust supplies of goods and services in line with consumer demands, 
and to adjust consumer demands in line with supply. These adjust- 
ments are at best approximate. They are seldom, if ever, exact, 
because both supply and demand for most goods and services keep 
changing; and, consequently, relative prices change constantly 
toward new adjustments. 

Free and flexible prices, which means free and flexible markets, 
are the keystone of the most efficient economic system man has ever 
devised, a system in which willing buyers trade freely with willing 
sellers to the maximum satisfaction of each. It is an automatically 
adjusting system in which every citizen may be said to sit on the price- 
determining committee, and casts his vote as to what prices ought to 
be every time he spends or takes in a dollar. Moreover, in this sys- 
tem no one has to be paid for doing the job. 

But any time the price-making function is removed from the 
market place, as it is when price controls are put into effect, then some 
agency or committee or bureau has to assume the function of guiding 
both production and consumption. 

The automatic adjustments which characterize a free-price economy 
are lost. Fixed prices do not change automatically in line with the 
constant, and complex, and interrelated changes of demand and 
supply. When prices are frozen, a given set of price interrelationships 
existing at that particular moment is frozen. Even though these are 
the right interrelationships at the moment,they will not remain the 
right ones for long in a dynamic economy. And consequently both 
production and consumption become distorted —inereasingly so with 
passing time. 

And this is no less true in time of national emergeney than in more 
normal times. In fact, in a time of emergency such as is envisioned in 
S. 1081 the economy becomes increasingly dynamic as it shifts into 
high gear—and under fixed prices—production, distribution, and con- 
sumption become even more quickly distorted. Then, because of the 
distortions, some public agency or bureau must assume the function of 
guiding both producers and consumers who are misguided by price 
interrelationships which no longer tell the truth. 

No matter how superbly such an agency may be staffed, to wish upon 
it the task of guiding the economic life of the country is to ask the 
impossible. I know that statement is strong but it is not too strong. 
Our economy, built up as it is of thousands upon thousands of different 
goods and services, and many millions of business transactions daily, 
is too complex for any person or any small group of persons even to 
describe. 

What we do not know how to describe we do not know how to con- 
trol. When we try to control what we do not understand, our actions 
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are certain to exceed our knowledge—and this is an invitation to sure 
disaster. 

American industry and commerce is staffed by a host of persons 
with specialized knowledge of various aspects of their own operations, 

When pricemaking authority i is taken out of theie hands it has to be 
turned over to someone else. And men simply do not exist with the 
breadth of knowledge necessary to do such a job correctly and 
efficiently. 

None of this means that the Nation has to surrender to inflation. 

What it means is that price fixing is not the way to combat inflation, 

The individual prices of the many different goods and services we 
produce must be left free to fluctuate around the general price level 
in order to avoid serious distortions of both production and consump- 
tion. And this is as true in time of emergency as it is at any other 
time. Then, to avoid inflation and its harmful consequences, the 
general price level may be stabilized by other measures than price 
controls. That brings me to my third point. 

Inflation can be controlled, or it can be prevented. If the will to 
control inflation exists, a failure to control it is pure negligence on the 
part of fiscal and monetary authorities. 

The causes of inflation are no mystery. 

They are simply an excess of money and spending in relation to the 
supply of goods available in the market. Such an excess of spending 
power arises from deficit financing by government (State and local as 
well as Federal), or from an undue expansion of money and credit, or 
from heavy current consumption expenditures from past savings. 
Each of these puts additional money into the flow of spending without 
any offsetting increase in the quantity of goods available for purchase. 
Prices rise in consequence of this inflation of the money supply. 

An excess of spending power is inherent in a time of war or defense 
preparation, because people are paid for producing things which they 
cannot buy, or would not care to buy. Purchasing power ts created 
in the production of armaments and other defense materials, but 
these products then pass to the Government. This would not be 
an inflationary process if Government collected from the spending 
stream of the country enough in taxes to pay in full for the military 
production. The reason war and periods of defense preparation 
have so characteristically resulted in inflation is that Government has 
not put such activities on a pay-as-we-go basis. And yet. if monetary 
and fiseal policies were followed which would absorb in taxes and 
savings the excesses of spending power arising from the military 
program, and which also would restrain the expansion of money and 
credit, inflation would be eliminated at its source. 

If economic-stabilization policy were, through these techniques, to 
strike at an inflationary menace at its source, then direct price controls 
would have a better chance to work successfully, because strong 
pressures to push prices higher would not exist. But, by the same 
token, direct price controls would not be necessary because inflation 
control would be achieved by the fiscal and monetary devices. 

Moreover, direct price control would be disadvantageous even in 
these circumstances because it would still be true that a price freeze 
would freeze an existing pattern of price mterrelationships and thus 
limit the necessary flexibility between the prices of diflerent goods 
and services. 
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Anti-inflation policies during a time of national emergency clearly 
should include the following: 

A careful scrutiny of public spending programs and the elimination 
or postponement of every expenditure not immediately essential. 

I realize fully that this is a point with which everyone, and every 
pressure group in the country, will agree in principle. That. is, 
agreement is general until budget trimming threatens to cut out 
projects favored by various groups. There is no answer to this 
problem of preferential demands except that statesmanship on the 
part of all groups must be of a high order. 

Budget trimming indeed places a difficult problem in the lap of 
legislators, but it 1s imperative with respect to every avoidable or 
deferrable expense in a time of emergency. 

Enough taxes must be collected to cover in full the unavoidable 
expenditures of Government, including the cost of the emergency 
program thus putting all public spending on a pay-as-we-go-basis. 

By taking as much purchasing power out of the spending stream 
of the Nation as Government is absorbing in goods and services 
produced, the inflationary effects of defense and emergency programs 
can be largely eliminated. 

The kind of taxes used for this purpose is less important than that 
the taxes must be collected. 

However, they should be taxes which fall as much as possible upon 
the increased purchasing power created directly by the emergency 
efforts of the Nation. Speaking from a strictly personal poimt of 
view, | would prefer emergency purchase taxes as an important factor 
in the emergency tax program. By this | mean consumer excise 
taxes at the retail sales point, with the applicable rates varying from 
a low level or zero on the necessities of living to a high level on the 
more frivolous type of purchase. 

An argument might be made for collecting more taxes than are 
necessary to balance unavoidable Government spending, and thus to 
remove from the spending stream some of the purchasing power that 
might arise from the private spending of idle balances and newly 
borrowed money. But, again speaking personally, | would rather see 
this latter type of potential spending restricted by purchase-tax rates 
and restrictions on the granting of consumer credit. 

Selective credit controls should be used similar in type and purpose 
to those embodied in the recently used regulations W and X restricting 
the use of credit for consumers’ durables and housing. 

Credit controls of this kind are an excellent example of measures 
which may contribute to inflation control but which, used alone, would 
be quite inadequate. 

By limiting the permissible amount of borrowing for the purchase 
of consumers’ goods they reduce the volume of money that otherwise 
would be thrown into the spending stream. They do not, however, 
affect other flows of purchasing power such as payments to individuals 
arising from armament production or spending from accumulated 
savings of the past. 

Aggressive monetary policy should discourage undue expansion of 
bank loans. Proved techniques for this purpose are in the hands of 
the Federal Reserve Board, mainly in the form of Federal Reserve 
discount rates and the reserve requirements imposed upon member 
banks. By raising the discount rate money is made more expensive 
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to bankers, thereby discouraging loan expansion. A lesser volume 
of loans means a lesser volume of purchasing power to be thrown into 
the national spending stream. Likewise by increasing the reserve 
requirements of member banks in the Federal Reserve System the 
expansibility of bank loans is further limited. 

Extremely easy money policies characterized most of the depression 
and war years, and were a major factor in the inflationary buildup. 
Prior to 1930, Federal Reserve discount rates were never below 3 
percent and were at times even 6 percent or more. But during the 
currency inflation of 1933 to 1948, the discount rates were pushed 
down to 1% and 1 percent, with a preferential rate during the war 
years as low as one-half of 1 percent on borrowings secured by short- 
term Government securities. A standard 1-percent rate was in effect 
from 1937 until 1948. 

It was a conscious policy of Government during this time first to 
inflate the currency as an antidepression device, and later to keep 
money cheap as an aid to financing Government deficits and refinanc- 
ing the public debt. 

But these policies, at the same time, were a potent force contributing 
to an overexpansion of currency and bank deposits relative to avail- 
able supplies of purchaseable goods. Price inflation is an inevitable 
result of such policies. 

The record is all too clear that Government in recent years actually 
favored inflationary fiscal and monetary policies—and then fostered 
the application of direct price controls presumably as an offset to the 
inflation of the currency. Such a combination of policies is nothing 
short of economic quackery. 

The record of direct price controls is that they were much more 
effective in holding down the official price indexes than they were in 
holding down the real prices people had to pay. The memory of 
many of us goes back to the black markets that absorbed large amounts 
of goods—products which certainly were not sold at official prices. 
We can remember also the quality deterioration of everyday mer- 
chandise and the shifts in production from low-priced and serviceable 
to high-priced and frivolous types of goods. 

We remember the distortions and disruptions of both production 
and distribution which made liars and cheats out of honest people 
merely trying to carry on their normal and useful business functions. 
Moreover, we remember that wartime price controls did not prevent 
price rises but at best could be said only to have deferred them. 

The forces suppressed and distorted into black markets and quality 
deterioration during the war expressed themselves in upward price 
adjustments when the price control system broke down and was 
abolished in 1946. 

In the more recent relaxation and elimination of price controls by 
OPS we have not experienced similar price increases because our 
economy is not now under inflationary pressure but rather is experi- 
encing a softening. 

In any event, none of the economic distortations and disruptions 
and inefficiencies inherent in direct price controls are either necessary 
or desirable. 

The indirect measures by which inflation really can be controlled, 
if we do mean that we want to control it, may require more political 
fortitude and more real leadership of the Nation. 
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But on the other hand they can work. They can control inflation, 
and without a disruption of competitive enterprise, without any army 
of price policemen, and without making criminals out of honest, useful, 
and constructive citizens. 

My final point is that direct price controls have worked a great dis- 
service rather than a benefit to the Nation in the past. 

I repeat that they have held down official price indexes much more 
than they have held down the cost of living. They have caused gray 
markets and black markets. They have reduced production of more 
desired types of goods and resulted in shifts in production to less 
wanteditems. They have resulted in quality deterioration in standard 
merchandise, unequal geographic distribution over the Nation, and 
many similar disruptions in normal patterns of trade. 

In short, while promising the public a stabilized economy, they 
actually precipitated economic chaos. 

These are strong statements of condemnation—but let me illustrate. 
In early 1946 official prices reported by the Bureau of Labor Statistics 
and included in the cost-of-living index showed the retail price of round 
steak to be 42 cents a pound. But this figure, of course, did not in- 
clude any allowance for black market or under-the-counter charges. 
A study at that time by the American Meat Institute showed that such 
charges averaged 13 cents a pound—thus consumers were paying 
directly for round steak not 42 cents but 55 cents. 

Furthermore, the official retail price did not include the meat- 
production subsidies paid by the Government. 

These amounted to about 11 cents a pound—bringing the actual 
price for round steak (ceiling price plus black market markup plus 
tax cost for subsidies) to 66 cents, or 40 percent above the ceiling. 

This is only one illustration, but each point on which I have criti- 
cized direct price controls as we have experienced them under OPA or 
OPS can be equally well documented. Moreover, the addition of 
black-market charges, subsidy payments, and the like is not the full 
measure of the added costs that the public bears undee direct price 
controls. There is also the army of regulatory and enforcement 
officials who add to the tax burden, and an unbelievable mountain of 
paperwork piled upon legitimate business. These too have to be 
paid for—making official price ceilings a farce as a measure of the real 
cost of goods and services to the American people under price controls. 

Standby price controls clearly must be appraised in the context of 
this sort of past experience. The record under OPA and OPS does 
not generate confidence that direct price controls would be anymore 
beneficial in the future. 

One of the several ways in which legislating standby price control 
authority would be a disservice to the Nation is that a broken and dis- 
credited crutch would be handed to the people upon which they would 
be led into building a false sense of security. 

Second, the existence of standby price control powers could be 
dangerous through diverting attention away from the more essential 
indirect controls of inflation. 

Third, the threat of application—or everpresent possibility of ap- 
plication—of standby authority could be strongly inflationary by 
engendering waves of scare buying stimulated by the mere talk of 
application. 
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Fourth, the mete existence of standby powers would create uncer- 
tainties which would adversely affect many items of production— 
especially those involving long production periods, such as in the case 
of livestock. 

It would be unfair to forecast capricious application of such powers, 
and vet that risk would be present and would have anything but a 
stabilizing influence on business planning. Nowhere in S. 1081 are 
ary criteria set forth as to what would constitute a grave national 
emergency undet which the powers might be invoked. The terms are 
very general—and that is all they can be. 

But enactment of the bill into law would in effect place a sword of 
Damocles over the head of every farmer, every businessman, every 
landlord, and every worker, jockeying each one into a position where 
he must not be caught in a freeze with his prices, rents, or wages at a 
low and vulnerable point. 

He would then have to make every business decision not only with 
1 eve on profit and 1 eve on taxes, but he would need a third eye with 
which to watch the controls angles. 

Fifth, in the eventuality that the standby price controls should be 
invoked, and should they be strictly enforced, they would bring back 
all the inherent disadvantages of » fixed-price economy, among which 
are: (a) Frozen, inflexible, and therefore progressively erroneous price 
interrelationships, and (6) the fact that artificially low prices discourage 
production and stimulate consumption—the exact reverse of what is 
necessary in times of such emergencies as are envisioned in 8S. 1081. 

One is forced to ask by what logic the provisions of title VITL can 
be advocated. 

Proposing to substitute administrative decision for the price flexi- 
bility of the market place is either economic absurdity or a remark- 
able egotism on the part of any who believe they can manage the 
national economy. 

The administration has said only that the price-freeze provisions 
would be “acceptable,” if the Congress decided it could not act 
promptly in the event of an emergency. 

These are not the days of stagecoaches. Although the Congress 
might be in adjournment, it could reconvene in a matter of hours 
should a true emergency arise. In all deference I would like to close 
on the note that the competitive enterprise of the Nation deserves the 
opportunity to function without capricious threats held unnecessarily 
over its head. 

The Cuatrman. Thank you, Dr. DeGraff. 

Are there questions of Dr. DeGraff? 

Mr. Hrestanp. Mr. Chairman. 

The CuarrMan. Mr. Hiestand. 

Mr. Hresranp. In your masterly presentation here, Dr. DeGraff, 
you stress sound monetary policy, as against easy money. 

Dr. DeGrarr. Yes; I do, sir. 

Mr. Hresranp. Are we to understand that it is your judgment that 
sound monetary policy is of itself deflationary? 

Dr. DeGrarr. No; I do not want to put it in that frame work. It 
is surely not inflationary. 

You can have a set of circumstances in which sound monetary 
policy in the sense of restricting lending authority could go so far as 
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to call in bank loans, cause a retraction in credit, which would be 
deflationary. 

That, in fact, could be a risk which we would, I believe, need to 
watch carefully in our economy of the moment. 

Mr. Hrestanp. Well, we appreciate that sound credit policies are 
based on sound monetary policies, because they are based right on 
them. 

If possible, leaving out the credit angle, sound money itself, let us 
say the adoption of a sound money policy, would that in vour opinion 
have anything to do toward throwing us into a depression? 


} Dr. DeGrarr. Not today. 
gr Me. Hrestanp, What would be its result, in your judgment? 
Dr. DeGrarr. The result would be to pull us more in the direction 


of balanced budgets, sound lending poliey on the part of the banking 
fraternity, increased confidence in the dollac—all of which I would 

‘ consider to be stabilizing. 

Mr. Hiestanp. You do not fear any depressing result? 

Dr. DeGrarr. It depends on how far it goes. 
; I would not want to see a further sharp upward revision of interest 
rates—a forced upward revision of interest rates, | would not want 
to see a sharply increased reserve requirement, on the part of the 
Federal Reserve Board—particularly the latter, because it might very 
well result in pulling in present lines of bank credit, which might very 
well cause a contraction of business activity. And this can go too far. 

Mr. Hrestanp. Well, we are impressed by your four points or 
methods, shall we say, of controlling inflation. 

Is it vour judgment that anyone of them could be omitted in a pro- 
gram for controlling inflation? 

Dr. DeGrarr. | think not. 1 think they have all got to be there. 

Mr. Hiestranp. Thank vou very much. 

The Cuairman. Are there further questions of Dr. DeGraff? 

Mr. Mr. Chairman. 

The CHarrman. Mr. Merrill. 

Mr. Merrity. One element that is not dealt with here that I 
wonder about, in this type of control, would be the problem of hoard- 
ing—buyving much more than we need. 

How do vou propose to deal with that in this type of approach. 

Dr. DeGrarr. Mr. Congressman, | believe that hoarding would 
be sharply reduced if there were not situations in which a threat of 
price controls hung over the business community. 

Mr. Merrity. Well, let me ask vou this question: Am I correet in 
believing that hoarding would be a very serious factor to be dealt 
. ‘ with in this tvpe of approach, or not? 

Dr. DeGrarr. No, | think it would not be an extremely serious 
factor. Hoarding is precipitated by a fear of price rise or shortage of 
materials, and has to have as an essential part of it, excesses of pur- 
chasing power laying around which people could use to hoard for the 
future. 

Part of what I envision here, in the indirect controls, is a set of 
circumstances where there is not a lot of loose purchasing power left 
laying around with which price levels may be pushed higher. 

Mr. Merrityi. Then there would have to be an understanding 
on the part of the public that the program of control was going to be 
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effective, wouldn’t there? That is, I am completely impressed by 
what you say. 

Dr. DeGrarr. Mr. Merrill, may I put it in this way: that if, due 
to expanded activity of an emergency situation, [ am left with an 
extra $25 in my pocket, and | fear that there is something that L will 
need in the future that I will not be able to buy in the future, I am 
very likely to use the $25 to go buy it. 

If you have provided a set of other types of regulation, tax programs, 
or enforced savings, that got my $25, it is not going to go out hunting 
for something to buy. 

Mr. Merrini. And you think that what initial burst there would 
be, you do not think the amount of hoarding that would come from 
that little extra change we might have, before the system got to work- 
ing, would in any way affect the effectiveness of this program? 

Dr. DeGrarr. It would cause some price rise but I began my 
statement by saying that I believe some price rise is absolutely essen- 
tial in such circumstances. It is not only desirable but essential. 
It is much to be desired. : 

Mr. Merriti. You are confident, however, that in the price rises 
that would come about, that there would not be a sufficient rise, we 
will say, in essential food, or in children’s shoes, we will say, so that 
those who need the most would be driven out of the market? 

Dr. DeGrarr. I would not anticipate any such rise, no. 

Mr. Merrit. You think that this general overall control would 
keep the general level down to where there would be some pain, 
perhaps, but — — 

Dr. DeGrarr. Well, I am very strongly of the view that this 
kind of an indirect inflation control program that I outlined here in 
my four points, can be more effective in holding down the actual 
cost of living, and a price freeze, which holds down the official indexes 
but does not hold down the cost of living. 

Mr. Merrit. To get it straight m my mind, you actually would 
anticipate paving the full cost of the war, on a current basis —pay-as- 
go, is that right? 

Dr. DeGrarr. Yes, that is right. 

Mr. Merritt. You do a beautiful job here. I wish I had gone to 
Cornell and you had been a little older, so you could have taught me. 
You make a beautiful picture here. Do you think that it is as simple 
as that, that vou could actually pull out of the economy, in fact, just 
the amount that we are pumping into it for war production? 

Dr. DeGrarr. | wish I could answer you ‘‘Yes.”’ 

Mr. Merritt. Well, if it is not, you have painted us a prettier 
picture than it is. 

Dr. DeGrarr. No; wait a minute; in terms of economics, Mr. 
Merrill, it can be; but in terms of practical politics, I am afraid it 
cannot be, for lack of understanding. 

Now, I have enormous respect and confidence in the judgment of 
the American people, but they have a lot of economic ignorance. 

Mr. Merriny. I realize that, but, overlooking polities, assuming 
we all had the judgment to do the right thing; then you think it would 
work? 

Dr. DeGrarr. I do think it would work. Now, the difficulty we 
get into is simply this—and it seems to me we are getting increasingly 
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into this difficulty—there is the belief, apparently, or the selfish 
interest, on the part of groups, group by group, that as we go into an 
emergency, as we go into a war, somebody must sacrifice, but it must 
always be somebody else. 

We cannot fight a war without sacrificing. 

What is more, it is absurd to assume that equality of sacrifice can 
be achieved in time of war or other emergency. That is complete 
absurdity. 

Mr. Merritt. That is, we cannot all be infantrymen, can we? 

Dr. DeGrarr. One boy gets shot, and another boy right beside 
him does not get shot. That is not equality of sacrifice. One boy 
gets shot and “another stays home and makes money. ‘That is not 
equality of sacrifice. And some of the rest of us may have it rather 
plus through the war situation. That is not equality of sacrifice. 
But equality of sacrifice cannot be legislated or achieved. It is not 
achievable. Maybe I am getting away from your point but this | 
wanted to put in because it is very important to me. I listened to 
some other testimony which missed this point. 

Mr. Merrit. | thought that you said that, technically, this plan 
you have would work; that you could siphon off the war production 
spending in current taxes? 

Dr. DeGrarr. Yes; we can. This is my point: War production 
will take a proportion of our output. It never takes all of it, because 
obviously we have to live. It cannot take more than we produce. 
It cannot take all that we produce. But it takes a portion. 

Mr. Yes. 

Dr. DeGrarr. Now, we could be forced into taxes and savings— 
mostly taxes, I believe—that would pay, into the hands of govern- 
ment, the equivalent of our total purchasing power, the equivalent of 
the share of our production that goes for the military effort. 

Now, it means a big share. It is a bigger share than legislators 
have ever yet been willing to take away from the people, or the people 
have been willing to tell their legislators that they would surrender to 
the effort. That is where it falls down. 

Mr. Merriti. That was my next and last question: Being an 
economist, you necessarily have to deal in mass public reaction. 

Dr. DeGrarr. Right. 

Mr. Merrity. And as pretty as this picture is—and let me say you 
have really done a job—do you think that the political climate,for 
whatever you want to call it, in the Nation, would be such that{there 
would be any possibility that a representative government could 
impose this kind of a program upon the Nation in times of war? 

Dr. DeGrarr. My opinion is that the answer to your question 
is Yes.” 

Mr. Merritu. Well, now, assuming 

Dr. DreGrarr. Because I believe that there is a much larger}pro- 
portion of our population than ever has in the past, realizing that some 
of these other palliative measures do not do what they in theory have 
been set up to do, that they are failures, that they are broken crutch 
measures, and that if we try to use them we will fall, and I believe 
there is a lot more willingness on the part of the American people to 
face the issue and go in the directions about which | am here testifying, 
than has been generally recognized. 
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Mr. Merritu. Do you think that if Congress had—we will assume 
that this is the right program-—the wisdom and the firmness to Impose 
this sort of a program, it would be supported by the American people? 

Dr. DeGrarr. | believe the answer is ‘ Yes.” 

Mr. Merrity, Thank vou, sir. 

Mr. Mr. Chairman, 

The Cuairnman. Mr. George. 

Mr. George. I was interested in your statement in which you said 
that we never have had equality of sacrifice. 

I was also interested in the part of your statement in which you 
mentioned that insurance purchasers, bondholders, and people engaged 
in your profession, have never quite caught up with any inflationary 
spirals, 

Wouldn’t your program, as proposed here, cause a further distortion 
of the conditions of those people? 

Dr. DeGrarr. I think not, Mr. George. [have tied my suggestion 
to preventing an overexpansion of consumer credit, an overexpansion 
of bank loans, a level of taxation that will soak up the excess pur- 
chasing power, and I specifically mentioned the kind of taxes which 
1 had in mind, which | choose to call emergency purchase taxes. 

They would be either at zero levels or very low levels on the essen- 
tials of living—the things we all must buy, the things which form a 
high proportion of the total expenditures of people of moderate and 
low means, but a smaller proportion of the expenditures of people 
having increasingly large sums of money to spend. 

Mr. Grorae. Isn’t your whole theory, though, more or less con- 
tingent upon the Congress doing something that they have never 
done in the history of this country, and that is levy large enough taxes 
in a period of emergency to take up all excess purchasing power? 

Dr. DeGrarr. Mr. George, that is why | answered Mr. Merrill by 
saving that all parts of the program have to be there. 

Mr. Grorcr. Well, that condition has never been fulfilled in this 
country. 

Dr. DeGrarr. We have never done it; that is right. 

Mr. Grorcr. And frankly, | doubt if it ever will be. 

Dr. DeGrarr. W ell, | can be concerned that it never will be, but 
I can hope, too. 

The CuarrMan. Are there further questions? 

Mr. O’Brien. Mr. Chairman. 

The Cuatrman. Mr. O’Brien. 

Mr. O’Brien. Mr. DeGratf, if the Government in times of war 
emergency were to take all those taxes away from the people which 
you recommend, to that extent, and with unrestricted prices, no 
price control, would the people have enough money to buy the 
necessities of life? 

Dr. DeGrarr. To buy the essentials. 

Mr. O'Brien. With the soaring prices? 

Dr. DeGrarr. Well, | don’t believe there will be soaring prices. 
I don’t believe there would be soaring prices; that is correct. 

Mr. O’Brien. I don’t see how the people would have enough 
money, after it was taken away from them, to support themselves 
in the face of what we have always found to ensue—soaring prices. 

Dr. DeGrarr. May IT pursue that back through its ramifications? 
What do we spend our money for? Food, and most of us will agree it 
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stands at the top of the list of absolute essentials. Food, rents, or 
other equivalent housing costs, clothing, automobiles. Those items 
absorb, food about 30 percent, housing costs, including furnishings, 
aboiit 30 percent, but quite a bit of that is deferable. Rents alone, and 
fuel and utilities, are down around 20 percent. Clothing—and some 
of the clothing purchases are deferable-—absorbs about 15 percent of 
the expenditures of our consumers, but some of that is deferable, so 
say around 10 percent. Automobile expenditures are in the range of 
15 to 18 cents out of each spendable dollar, and a lot of that is 
deferable. 

If we collected a large part of these taxes on what I call emergeney 
purchase taxes, namely excise taxes, but have a negligible level, or a 
zero level on food, on rents, on utilities, household utilities, on selective 
clothing items, clothing essentials, then put progressively higher rates 
on every other type of thing that a person would buy, put a thousand 
percent rate on a mink coat 

Mr. O’Brien. What is this, a sales tax? 

Dr. DeGrarr. Yes, it is. 

Mr. O’Brien. How about income taxes; would they go up, too? 

Dr. DeGrarr. Income taxes would go up. | don’t know how much 
higher vou are going to take them. I don’t think they can ge any 
higher than they go now. 

Mr. O’Brien. Do you still think the people would have money 
enough to buy the necessities? 

Dr. DeGrarr. They would have money to buy necessities but not 
frivolous things. 

Mr. O’Brien. Most of war production doesn’t go to enrich the 
economy ; it is mostly waste. 

Dr. DeGrarr. Indeed it is. 

Mr. O’Brien. Don’t vou think you have left that consideration out 
of vour theory? 

Mr. DeGrarr. You see, | am assuming that the purchasing power 
would not be left in the hands of people, with which they could make 
frivolous expenditures, or build up the prices of the goods that would 
be available to them. 

Let’s recognize that there are only a small amount of goods avail- 
able in time of all-out war effort. If we are turning 50 percent of our 
national effort to war, we have only got 50 percent left for consumption 
types of production. 

Well, that would have to be our food, it would have to be essential 
household utilities, it would have to be certain essential lines of cloth- 
ing, it would have to be automobiles, but for a very limited amount of 
driving, and I am just assuming that that is about all that is going to 
be available for us to purchase. 

Let’s take up the rest of the purchasing power by income tax rates 
that are maybe at these levels, prevailing levels. We will take up the 
rest of that purchasing power, or at least we will prevent the money 
being spent, with a kind of selective excise tax that will thoroughly 
discourage the purchasers. 

I am not going to go and buy a new set of golf clubs if I have to pay 
the retail price of the golf clubs plus a 500-percent purchase tax. 
And that is the kind of tax | would have on them, too, 

Mr. Merrity. But no sales tax on food? 

Dr. DeGrarr. No sales tax on a loaf of bread. 
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Mr. Merrit. On the essential foods? 

Dr. DeGrarr. That is right. 

Mr. O’Brien. Well many States have those sales taxes. 

Dr. DeGrarr. But they are sales taxes for revenue purposes, not 
for this kind of purpose. 

Mr. O’Brien. But they would be taken out of the consumers. 

Dr. DeGrarr. Oh, ves, and the sales taxes as they are used now. 

Mr. O’Brien. The Federal Government I don’t think, would 
interfere with States and take away from them their tax laws. 

Dr. DeGrarr. I don’t envision that this would have anything to 
do with State Tax laws, but that these emergency wartime purchase 
taxes, excise rates—it doesn’t make any difference what term we 
use, they are excise rates-—are there for a specific purpose: They are 
there to prevent bidding up prices, nad they are there also to soak up 
excess purchasing power, above and beyond the amount you can take 
out with income taxes. 

Mr. O’Brien. I appreciate your theories on it, but I really think 
if we got into a war we would have to resort to rationing and price 
control. 

Dr. DeGrarr. We might have to resort to rationing on essentials, 
but price control is a meaningless thing. This is a point on which I 
am very, very emphatic, from my views, and I am presenting personal 
views. 

Mr. Hrestanp. Will the gentleman yield? 

Mr. O’Brien. Yes. 

Mr. Hrestanp. I think your question is one of the most important 
things we could have put right at this point, but if we assume that 
prices are bound to rise, we have to assume that they rise because of 
tremendous purchasing power. With the elimination of that purchas- 
ing power, isn’t it conceivable that the prices might not be forced up? 

Mr. O’Brien. Well, if all these different things are dovetailed 
exactly, yes, but this is imaginary and fiction from my standpoint. 
Of course you are more learned in economics than I pretend to be, 
Dr. DeGraff. 

Dr. DeGrarr. The alternative is to return to price control, 
price fixing. 

I simply can’t accept it because of the distortion it introduces into 
our economy, the adverse effects it has upon production. You 
hold prices down and you stimulate consumption at a time when 
we have to cut consumption down. It is just a reverse measure. 
It sounds good to people who don’t know really what is going to 
happen to them. Well what is the meaning of a low price for some- 
thing you can’t buy? 

Mr. O’Brien. I am through, Mr. Chairman. 

The CHatrman. Dr. DeGraff, we are very grateful for your coming 
before the committee and giving us this very helpful contribution 
in this very complex problem. 

Dr. DeGrarr. Thank you, Mr. Chairman. 

The CHarrMan. The committee will stand in adjourned until Mon- 
day morning at 10 o’clock. 

(Whereupon, at 12:05 p. m., the committee adjourned to recon- 
vene at 10 a. m., Monday, June 1, 1953.) 
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MONDAY, JUNE 1, 1953 


Hovsk or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott, 
chairman, presiding. 

Present: Messrs. Wolcott (presiding), Talle, Betts, D’Ewart, 
George, McVey, Oakman, Hiestand, Stringfellow, Spence, Brown, 
Patman, Rains, Deane, and O’Hara. 

The Cuarrman. The committee will come to order. 

We will proceed with the consideration of 5. 1081. 

We have with us this morning Mr. Walter Mason of the American 
Federation of Labor. 

You may proceed, Mr. Mason. 


STATEMENT OF WALTER MASON, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR, 
ACCOMPANIED BY PETER HENLE, ASSISTANT DIRECTOR OF 
RESEARCH 


Mr. Mason. Mr. Chairman, my name is Walter Mason, member 
of the national legislative committee of the American Federation of 
Labor. With me is Mr. Henle, economist of the American Federa- 
tion of Labor. 

The American Federation of Labor appreciates this opportunity to 
make clear its views regarding S. 1081, the Defense Production and 
Temporary Controls Act of 1953. 

This bill has been designed for two purposes: (1) To continue 
the authority under the Defense Production Act for such allocation, 
priority, and small-business programs that will still be necessary 
after 5 30 of this year; (2) to establish a system for standby wage, 
price, and rent controls that might be utilized in the event of a grave 
national emergency. 

The American Federation of Labor approves the 2-year continuation 
of titles I and III of the Defense Production Act. Because certain 
metals and materials will still be in short supply after June 30, these 
allocation and priority programs will still be needed. The various 
loan programs under title III will also be necessary. In addition, we 
qatilaily approve the continuation of the Small Defense Plants 
Administration which has rendered a valuable service helping to assure 
an equitable distribution of defense contracts among the different- 
sized business groups of the country. 

The more controversial part of this bill is not concerned with any 
continuation of authority presently included in the Defense Production 
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Act. Rather, it is concerned with a grant of new authority to the 
President in the form of standby wage, price, and rent controls to be 
used only in the event of a grave national emergency. 

The American Federation of Labor most emphatically supports 
the principle of standby controls. At the same time, we want to make 
it quite clear that our support for standby controls is confined to situa- 
tions in which there is a genuine national emergency. 

The American Federation of Labor is not interested in controls 
for the sake of controls. Our position on this question is well known. 
We have always been vigorous supporters of our free-enterprise system 
with a minimum of Government intervention. We did not favor a 
continuation of authority for an active wage and price control pro- 
gram beyond April 30 of this vear. 

We do feel, however, that the devastating destructive power of 
modern weapons increases the danger of a sudden overwhelming 
attack on this country, and that in order to cope with a netional 
emergency of this magnitude, the President must have authority 
immediately available to protect the Nation’s economy. 

No one will argue that such a full-scale attack upon the United 
States could inflict substantial damage. It is up to our civil defense, 
our air-raid warning system, and our Military Establishment to make 
certain that this Nation is defended properly and can retaliate 
promptly. 

The damage, however, would not be confined to the loss of life and 
the destruction of military targets. Such an attack would strike at 
the very foundation of our economy. It would naturally signal the 
beginning of the most rapid and comprehensive mobilization effort 
that this country has ever undertaken. There would naturally be a 
scramble for scarce metals and materials. With the possibility of 
wartime searcities looming before them, retail merchants and busi- 
messes of all types would try to purchase all available goods. Con- 
sumers would be sure to rush to the stores to stock up on personal 
and household goods. Even with the best intentions in the world, 
businessmen would inevitably mark up their price tags in the face 
of such heavily increased demand. The more sensitive raw materials 
and basic commodities would respond to market pressures and lead 
the way in an inflationary surge that would exceed anything this 
country has ever known. 

It seems obvious that the Government must be ready to act im- 
mediately. If it is foreed to lag 3 days, a week, or 2 weeks, the infla- 
tion would be certain to get completely out of hand. Any action 
taken at a later date might be practically worthless because the price 
increases already would have been worked into the economy. 

The history of our civil defense preparations is a direct parallel to 
this situation. It would seem absurd if the civilian defense agency 
were deprived of the authority necessary to handle the country’s 
defense against an atomic attack. It is obvious that there must be 
a certain grant of authority in advance of the emergency, available 
on a standby basis in the event of a sudden attack. ‘that is why 
the Congress in writing the Federal Civil Defense Act of 1950 included 
as title II] the necessary authority for the Federal Civil Defense 
Administration in the event of such an emergency. 

A similar type of authority is needed in order to protect our economy. 
This is exactly what section 16 of S. 1081 was designed to do. It 
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provides that the President may impose a “freeze” for 90 days on 
all prices, wages, and rents. It is extremely important to recognize 
that this authority is valid for only a limited period of time. The 
thought behind this provision is that the President's “freeze” author- 
ity should be limited to the 90-day period. During this interval, 
Congress by proper legislative action would determine the country’s 
basic economic policy for the emergency. Congress could act in any 
way it wished either by continuing or eliminating the freeze, or by 
making any modilications which seemed desirable. 

Under the bill as originally reported out by the Senate Banking 
and Currency Committee, the President would possess this authority 
whenever he shall find and declare that a grave national emergeney exists and 
that the exercise of such authority is necessary in the interest of national security 
and economie stability. 

However, in the debate on the floor of the Senate, an amendment was 
offered to change this wordmg. In the bill as it now stands, the 
President has authority to invoke a 90-day freeze only— 

whenever the United States has declared war against a foreign nation or whenever 
the Congress, by concurrent resolution, shall find and declare that a grave national 
emergeney exists and that the exereise of such authority is necessary in the 
interest of national security and economic stability. 

It is clear to see that the Senate has materially changed the condi- 
tions under which the President may exercise this authority. Under 
the present language, the President has no direct authority whatsoever. 
He must wait until Congress takes action either to declare war or to 
declare a “grave national emergency.” 

I am here to ask this committee to revise this language so that the 
President is given certain limited authority without being required 
to wait for congressional action. 

History shows how imperative it is for this Nation to aet quickly 
in the event of a crisis. Let me refresh vour memory with respect to 
the events that followed upon the invasion of South Korea in June 
1950. [want to contrast the situation at that time with the situation 
that might easily occur in the event of a more direct crisis involving 
an attack upon the United States. 

The attack against South Korea came on June 25, 1950. Congress 
was in session. There was no need for the lawmakers to assemble 
from all over the country. The crisis developed because of an enemy 
attack on the other side of the globe. The forces involved were small 
and only conventional weapons were used. 

Despite the remoteness and limited size of the attack, it produced 
an immediate crisis in our economy. Prices began to respond immed- 
iately with the basic raw materials leading the way for the rest of the 
economy. Here are some figures showing what happened. 

In the first 2 days after the invasion, the price of rubber climbed 
13 percent. In the first week, coffee prices went up 7 percent and lard 
9 percent, while all across the board prices had started to increase. 
In 2 weeks, hogs were up 10 percent; tin, 10 percent; and rubber, 28 
percent. In 3 weeks, cotton had climbed 11 percent; cottonseed oil, 
18 percent; print cloth, 18 percent; wool, 8 percent; coffee, 15 percent ; 
lard, 20 percent; hogs, 22 percent; tin, 26 percent; tallow, 35 percent ; 
and rubber, 37 percent. 

Even though Congress was in session at the time of the attack, the 
Defense Production Act which gave the President authority to control 
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prices did not become law until September 8, 1950. In the interven- 
ing 11 weeks, the entire price structure had been thrown out of balance. 
By this time, steel scrap had risen 10 percent; cotton, 20 percent; print 
cloth, 38 percent; lead, 39 percent; wool, 51 percent; rubber, 95 per- 
cent; and tallow, 146 percent. 

Contrast this with what might happen at some future date. We 
know that the Soviet Union has atomic know-how, and is continually 
increasing its production of atomic weapons. It is clearly within the 
range of possibility that the Soviet Union could launch a full-scale 
surprise attack on the continental United States. The attacking 
force would aim for the vital nerve centers of our economy. 

The emergency would be immediate and direct. The reaction of the 
American people would be instantaneous. There would be immediate 
need for Government to exercise authority over the economy. How- 
ever, Congress might not be in session. It might well be that the 
attack has disrupted transportation facilities with the result that it 
might take several days for the legislators to assemble in Washington, 
or that the Capitol itself would be attacked. 

However, any difficulties in convening Congress caused by enemy 
attack could not interfere with the authority or operations of the 
civil defense program. Under the Federal Civil Defense Act of 1950, 
the President has authority to proclaim “a state of civil defense emer- 
gency.”’ Congress has specifically given the President authority to 
make such proclamation at any time that the President “finds that 
an attack upon the United States has occurred or is anticipated.” 

However, the enemy attack would have serious economic conse- 
quences with rising prices, advance buying of goods, and competing 
demands for scarce materials. Public confidence in the war effort 
might be shaken unless the Government had authority to check the 
threat of inflation. Is it not obvious that some limited authority 
must be immediately available to the Government so that the economy 
could continue to operate on an even keel? That is why we are 
asking this committee to broaden the authority of the President 
beyond the language that is now written into the law. 

Ve have one additional suggestion to make regarding this bill: 

We feel that the Senate action bas produced an inconsistency in 
the bill regarding the application of the “freeze.’’ On the one hand, 
the Senate struck from the bill the section which permitted the Presi- 
dent to exempt from the “freeze’’ certain commodities, types of em- 
ployment, or housing accommodations. On the other hand, the 
Senate adopted two amendments which give special treatment under 
the “freeze’”’ to certain specific industries. 

We see no reason why the bill should include specific legislative 
language singling out any industry for special exemption. It must 
be remembered that we are dealing with authority for a temporary 
“freeze.’’ During this period, Congress can proceed to write a more 
comprehensive bill that could include any special provisions that were 
deemed necessary. However, it is highly inequitable to write into 
the law preferential treatment for any group of producers by exempting 
their products from the operation of the “freeze.””’ We therefore oppose 
the proviso in section 801 (a) which sets special standards for agri- 
cultural commodities and for products processed or manufactured 
from agricultural commodities. We also oppose section 801 (b) which 
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grants special exemption from the price but not the wage freeze to 
the publishing, entertainment, and advertising industries. 

However, at the time of crisis when the ‘freeze’? becomes necessary, 
there may well be special circumstances not foreseen in advance which 
will require certain modifications or exemptions to the freeze order. 
The Director of Defense Mobilization, Mr. Arthur Flemming, has 
pointed out that the freeze could possibly interfere with war produc- 
tion by requiring the freezing of prices on articles for the Armed 
Forees. In order to meet a situation of this sort, we suggest that this 
committee reinsert into the bill language which would give the Presi- 
dent some discretion in the application of the freeze. 

I have presented the views of the American Federation of Labor 
regarding S. 1081. In our opinion, no more important issue will come 
before this committee in this session of Congress. We are confident 
that after reviewing all the facts, the members of this committee will 
report out a bill that will meet the needs of this country for a workable, 
effective system of standby controls. 

The CuarrmMan. Thank you, Mr. Mason. 

Are there questions of Mr. Mason? 

Mr. Parman. I would like to ask Mr. Mason a question, Mr. 
Chairman. 

The Cuatrman. Mr. Patman. 

Mr. Parman. First, Mr. Mason, I want to compliment you on a 
very excellent statement. I think it is one of the most convincing 
arguments I have heard on the subject. In faet, it is so convincing 
that 1 don’t see how there could possibly be a very logical argument 
against it, and [am particularly impressed with your argument against 
specific exemptions of any type. 

If we are going into the question of giving specific exemptions 
which amount to almost special favors when we are just considering 
what we might do in an emergency, I don’t know what we might do 
when the time arrives. 

There are 1 or 2 points | want to ask you about. [| notice you 
mentioned Small Defense Plants Administration, and recommend its 
continuance. Is it included in the Senate bill? 

Mr. Mason. Yes, it is, Congressman Patman. 

Mr. Parman. I didn’t know, but what they had stricken it in view 
of the Small Business Administration bill pending before both bodies. 
Is it your opinion that this Small Defense Plants Corporation should 
be continued as is, and any additional powers to be considered to be 
given to it rather than have a separate organization set up? 

Mr. Mason. I still favor having a separate organization set up in 
the interests of small business. 

Mr. Parman. In other words, to take the place of the Small Defense 
Plants Administration? 

Mr. Mason. No, I think it should be continued in this emergency 
legislation. 

Mr. Parman. Well, the two conflict. If you have a Small Business 
Administration, you don’t need the Small Defense Plants Adminis- 
tration, and vice versa. They would be doing the same thing. In 
fact, the Small Business Administration vill contains many of the pro- 
visions of the Small Defense Plants Administration. 

Do you think we should set up an entirely new organization all 
over the country, or should we just take the Small Defense Plants 
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Administration as is, with its 13 regional offices, its Washington 
office, personnel, and everything that it has as a going concern, and 
merge any additional legislation into it, or do vou think we should 
just liquidate the Small Defense Plants Administration and set up an 
entirely new organization? 

Mr. Mason. In my opinion, I still believe that small business 
does need assistance from the Federal Government. 

Mr. Parman. Well, there is no difference of opinion there. 

Mr. Mason. I would leave it to Congress itself to decide what tvpe 
of administration should be set up to look after small business. We 
also favor a committee set up by Congress on the consumers’ interests. 
We believe they need assistance also from our Federal Government. 

Mr. Parman. I notice the Ways and Means Committee this 
morning is starting hearings on the excess-profits tax. Under the 
old excess-profits tax law during World War II, I think small business 
concerns had an exemption of the first $25,000, did they not? 

Mr. Mason. I believe that is correct. 

Mr. Parman. If this one is continued it certainly ought to favor 
small concerns to that extent, and I hope the Ways and Means Com- 
mittee will consider that favorably also. 

The Defense Production Act, in section 708, subsection (b), has 
a provision that exempts certain concerns from the provisions of the 
antitrust laws, or the Federal Trade Commission Act; of course, if it 
is requested by the President. 

The large otl companies, the international operators, I guess we can 
call them, have already prepared what I consider to be a cartel agree- 
ment which they will put into effect immediately if this is continued. 

Now, during the war, we operated without any provision like this, 
to the best of my recollection and we got along pretty well. Do you 
see any reason, at this time, to continue to exempt these large con- 
cerns from the operation of the antitrust laws? 

Mr. Mason. I can see where it could be abused. 

Mr. Parman. Don’t you think we would well aftord to consider 
taking this out, in the continuance of the act? 

Mr. Mason. I have not given any thought to it but I can see from 
the authority that the President would have that it could show signs 
of discrimination. 

Mr. Parman. That is all, Mr. Chairman. 

The CuarrmMan. Are there further questions of Mr. Mason? 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O'Hara. I would like to join with the gentleman from Texas 
in complimenting the witness on the very splendid statement he has 
made. I think his statement is unanswerable. 

Mr. Mason. Thank you, Congressman. 

Mr. O'Hara. You realize that if all we have been told about the 
dangers of atomic warfare should come about, that there could be the 
explosion of an atomic bomb in Washington, which could disturb 
very seriously our political setup and the functioning of the Congress. 

Now, if that should happen—we hope and pray that it will not hap- 
pen—but if it should happen, and this Congress had not acted in 
advance to provide for immediate action by the Executive in just 
such an emergency, our lack of prudent foresight at this time would 
be difficult for history to understand, would it not? 
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Mr. Mason. That is correct, Mr. Congressman. 

Mr. O’Hara. You make mention in your statement of a section in 
the Senate bill which gives an exemption to publishers, advertising 
agencies, and even outdoor advertisers. You don’t approve of that? 

Mr. Mason. That is correct. There is no need for any exemptions 
during a temporary 90-day-freeze control program. If it is determined 
exemptions are necessary, it should be made by the President or by 
Congress when the situation arises. 

Mr. O'Hara. Yes, sir; and if we should give in to that, which is 
probably the largest pressure group of America, the publishers, and 
the radio and television people, then we would be setting up a very 
dangerous pattern, would we not? In short, you believe in equitable 
treatment for evervone? 

Mr. Mason. | believe it should be left up to the discretion of the 
President during this 90-day freeze. Whether it is 90 days, 60 days, 
or 30 days does not matter too much. It is entirely up to Congress 
as to how long it would take them to enact legislation. 

Mr. O'Hara. I feel that the American Federation of Labor should 
be very proud of the manner in which you have presented its view- 
point to this committee today. 

Mr. Mason. Thank vou, Congressman. 

The Cuairnman. Are there further questions? 

Mr. ParmMan. Just one other, Mr. Chairman. 

The Cuarrman. Mr. Patman. 

Mr. Parman. With regard to credit controls, do vou believe that 
the President should have the privilege of imposing credit controls 
without imposing the other controls? Or do you think they should 
all go on at the same time? 

Mr. Mason. Well, we support the provision in the Senate bill 
which only authorizes the President to institute credit contro!s during 
the 90-day freeze on wages, prices, and rents. 

Mr. Parman. That is all. 

Mr. Mason. It is only for a temporary period? 

Mr. Parman. That is right. I well remember when this war 
started in Korea, June 25, 19: 50, that it took a long time to get any- 
thing done, and every group was in here wanting some special ad- 
vantage, some special consideration, and it really blocked our efforts 
to get “anything done, and was Spetember 8, I believe, before the law 
was actually signed. And then Mr. Truman didn’t put it into effect 
immediately, until January, wasn’t it? 

Mr. Mason. I believe that is right. 

Mr. Parman. January 26. That just shows how long it takes, 
because these groups are pretty powerful. They know how to slow 
up things when they want to, and they know how to speed up things 
when they want to, and I think war is too serious a thing for us to 
deal with the spec ‘inl-interest groups in matters of that kind. That is 
why I am thoroughly in accord with your argument that we should 
have an immediate freeze, in the event of war. 

Mr. Tauue. Will you vield, Mr. Patman? 

Mr. Parman. I vield. 

Mr. Tatxie. But you will distinctly remember that it was not called 
a war at the time by the then President. 

Mr. Parman. Well, I know. I guess, in a way, it could have been 
called a police action, because they were operating for the United 
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Nations. And although it was a big thing, it was little compared to 
all the nations of the world going into all-out war. It was really 
going in to clean up a situation that was destructive and disturbing. 
I can see where a person could say it was a police action of the United 
Nations. It was so little compared to all the nations of the world 
working together. 

At the same time, for all practical purposes, and for the people of 
the United States, and boys serving, then it certainly is a devastating 
war, and according to the definition of war, that was decided by the 
Supreme Court of the United States—TI don’t recall when it was—as 
to what constitutes war, I think it would certainly come within that 
definition. 

Mr. Tauzis. I would say for myself that I wouldn’t need a Supreme 
Court decision to decide for me that it was a war, but if we are going 
to deal with language here, perhaps we should say “war or any resem- 
blance thereto.” 

Mr. Parman. Well, we could bring in the United Nations. 1 don’t 
know whether I would want to tie it up that way or not, but I see your 
point. 

This particular bill, if it had been operative on June 25, 1950, with 
this particular bill in effect, would it have been sufficiently broad in 
its definition to be operative on June 25, 1950? What do you think 
about that, Mr. Mason? 

Mr. Mason. I did not get your question, Congressman. 

Mr. ParmMan. Suppose this law had been in effect June 25, 1950, 
would the President then have been able to declare a freeze? That 
is when the North Koreans attacked South Korea, forcing the United 
Nations to come in. For all practical purposes it was a war. But is 
the definition in this bill sufficiently broad that if it had been in effect 
then, it would have permitted the President to impose the freeze? 

Mr. Mason. If Congress had declared war; ves; under 5. 1081. 

Mr. Parman. In other words, it would not have included Korea? 

Mr. Mason. No; and he would not be in position to impose the 
freeze. 

Mr. Parman. Well, I think we should amend it in some way so as 
to include such a situation. 

Mr. O'Hara. Mr. Chairman. 

The CHarrman. Mr. O'Hara. 

Mr. O’Hara. I am wondering if the pattern of Korea was not 
fixed in the administration of President MeKinley. The Boxer 
Expedition was regarded as a policing expedition. We marched into 
China with an international army. Later it was called a war and the 
veterans of the Boxer Expedition are included with the veterans of 
the Spanish-American War who served in other theaters of action. 

But at the time it was a police expedition, and I think that President 
Truman in a sense followed the pattern set by the Republican Presi- 
dent, MeKinley. In the broad outline, there is little difference 
between the Boxer Expedition and the Korean Expedition, and both, 
at the time of their inception, were called policing expeditions. 

The CuarrmMan. Of course, we had no United Nations at the time 
of the Boxer Rebellion. 

Mr. O'Hara. I cannot agree entirely with my chairman. He is 
correct as far as the name, United Nations, is concerned. But at the 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 


time the alliance of the western powers functioned in much the same 
manner basically as the present United Nations. 

The CuarrmMan. As | understand it, and as we all understaad it, 
the United States participated in Korea as a result of our participation 
in the United Nations, and we authorized the President to make 
available to the United Nations certain of our troops. Otherwise, he 
couldn’t have done anything, because war could not have been declared 
without an act of Congress. 

But I don’t think S. 1081 as presently written would include a 
situation such as Korea, or any similar situation, unless the Congress 
itself declared war. 

Mr. Parman. I was away when the Senate committee was passing 
on this and I haven’t kept up with it as well as I should have, but I 
notice the original Senate bill had this langnage which would be 
sufficient to include a situation like Korea: 

The President is authorized and directed, whenever he shall find that a grave 
national emergency exists, and that the exercise of such authority is necessary in 
the interest of national security and economic stability, to establish simultaneously 
by Executive order, ceilings— 
and so forth, and of course, the Senate amendment which was intro- 
duced and adopted, which says: 

The President is authorized and directed whenever the United States has de- 
clared war against a foreign nation or whenever the Congress by concurrent reso- 
lution shall find and declare that a grave national emergeney exists— 
that completely changes it, and I think this committee should consider 
putting the original language of the Senate committee back into the 
bill, because I think it is much better than the language included in 
the amendment that was adopted in the Senate. 

Mr. Mason. That is our recommendation, Congressman. 

Mr. Rains. Couldn’t we declare a freeze just as easily as we could 
declare war? | can’t see where that would be worth a dime, if it 
applies only in case of declaration of war. 

Mr. Mason. This 90-day freeze is not easy to take as far as labor 
is concerned, Mr. Chairman, because during almost every day of the 
year we are negotiating wage contracts, and whenever a freeze order 
goes into effect, their wages are frozen. However, we are concerned, 
and feel that if the Korean situation remains as it is, and our inter- 
national situation stays the same, that the soundest action to take 
would be for the President to be given authority to take prompt action. 
It doesn’t necessarily mean that vou should give him the power to 
freeze wages, prices and rents for 90 days. It could be 60 days or 30 
days. It all depends on how long it would take Congress to enact 
legislation to meet the problem. 

Mr. Parman. We have a problem right now involving Indochina. 
It is not our problem, at the moment, but we don’t know what will 
happen. 

Suppose a situation should develop there such as developed in 
Korea, and everything should shoot up again? Certainly the price 
of rubber would be the first one to shoot up. There would be no 
way in the world to control it under S. 1081. 

Mr. Mason. That is what we fear. We know what happened 
after the Korean conflict began. I pointed out in my statement how 
prices advanced during the 11 weeks before the President put price 
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and wage controls into effect. In some instances they were up a 
hundred percent. 

Mr. Parman. And without criticizing the other body, it occurs to 
me that they killed the bill when they put in that amendment. 

Mr. Mason. Absolutely. It doesn’t meet the objective, and I 
believe it would be impractical and unworkable. 

Mr. Spence. Do you think they could freeze prices, wages, and 
rents just by Executive order? Don’t you think it would take an 
immense organization to enforce it? 

I can understand, as far as wages are concerned, that is a matter 
of public knowledge. There are two parties involved, and I think 
that could be easily enforced. But price and rents; do you think 
they could be frozen without a very extensive organization to enforce 
the law? 

Mr. Mason. Well, I assume that this will be handled by ODM, 
and that they would set up the nucleus of an organization to be 
prepared at the time the freeze went into effect. At least they would 
be in a better position to handle it than if we didn’t have any standby 
authority at all, because then it would not be necessary to have any 
organization set up, and it would not be set up until Congress acted, 
which would cause long delay. 

Mr. Srence. I agree with that, but I remember the difficulties we 
had with prices and rents when they had a great organizaiton, and it 
would take a long time to perfect that organization. I don’t think 
there is any doubt about that. 

1} don’t think the mandate of the law, or the Executive order, would 
be self-enforcing. I think we would have to have a pretty extensive 
organization to see that it is carried out. 

Mr. Mason. But, if this legislation passed which gave the President 
authority to put a 90-day freeze into effect in case of a grave national 
emergency, he would, I believe, through ODM, set up some type of 
organization to handle this problem if it occurred. 

Mr. Spence. I agree with you that he would have to do that. 

The Cuarrman. Mr. McVey. 

Mr. McVey. Mr. Chairman, we have had a number of witnesses 
who have related the story of our experience after the outbreak of the 
war in Korea as an example of the slowness with which Congress 
operates in an emergency. 

I think in that connection we should draw attention to the fact that 
in the beginning that was considered a police action, and a police 
action is not usually considered a grave emergency, and that the 
President himself, during those weeks, was saying that he didn’t think 
he needed control legislation. The Congress gave him controls, after 
2 or 3 months, and then he did not put them inte effect until the month 
of January, abeut 3 months later. 

I don’t think that situation represents the development of a normal 
pattern. I don’t think we can use that situation as an example of 
how long it takes Congress to operate in the matter of producing 
legislation of a control nature. 

This is not an argument for or against a freeze order by the Presi- 
dent, but I do think that we shouldn’t use the Korean case as an 
example of how long it takes us to put controls into effect, because 
that was not a normal development such as would follow an emer gency 
caused by an atomic war. 
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Mr. Mason. I have not taken that position. 

Mr. McVey. I know you didn’t. 

Mr. Mason. Because I said we are not concerned whether it is 
60 days or 30 days, but I think Congress should decide itself how long 
it would take to act in case of a national emergency. 

Mr. MeVey. I think the President has taken the same position. 

Mr. Mason. | think if an emergency exists, while Congress is 
talking about it, even if it only took 2 or 3 days, price increases could 
go up spontaneously and work right into our economy and nothing 
could be done about it. They could go up overnight. 

Mr. McVey. I said I wasn’t talking particularly against the freeze. 
I am talking against using the experience of Korea as an example. 
You are not the only one that has done this. Many witnesses have 
used the same example here, and I don’t think it is a normal pattern, 
and I don’t think it can be used as an argument for a freeze. 

You have given us a very fine argument, as far as that is concerned. 

Mr. Mason. If we wait until Congress acts, we will put everybody 
on notice, and prices and wages will go up, and then, when you put 
the freeze into effect, you will have a lot of inequities. Some groups 
will have received wage increases, others would not have. Prices 
will have gone up in some instances, and others would not have. One 
has to buy from the other. It would completely unbalance our 
economy and would be very unfair and inequitable to some of the 
groups that did not increase prices during the period in which it took 
Congress to act. 

Mr. Ratns. Mr. Chairman. 

The Cuarrman. Mr. Rains. 

Mr. Rains. Mr. Mason, isn’t it a fact that it took a long while to 
get price control in after the declaration of war, on December 8, 1941. 
According to my recollection, it was January 1942, before a price- 
control law was passed, and that one didn’t work, and finally in October 
1942, we got a price-control law which went into effect during World 
War I]—nearly a year after the declaration of war, isn’t that correct? 

Mr. Mason. That, I believe, is correct. And prices soared during 
that period. 

The CHatrMan. I think we ought to check that before we allow it 
to go into the record. 1 have a distinct understanding that there was 
something functioning before war was declared. 1 recall going down 
to Mexico in September of 1941, we were considering the price-control 
law. You are thinking of the Stabilization Act of October 2, 1942, 
which tightened the control law. 

Mr. Rats. I wasn’t here but that is my recollection. 

The CHarrMan. Well, we can find out. 

Mr. Rains. I don’t think you even considered a price-control law 
until sometime after January or February of 1942. 

Mr. Parman. My recollection is it became effective in January 1942. 

Mr. Rartns. Anyway we will take what the record shows on it, 
and I think you will find there was a long hiatus. 

Mr. Mason. I know the first law was not effective. I think it was 
more on a voluntary basis. 

Mr. Srrinerettow. Mr. Chairman. 
The CuarrmMan. Mr. Stringfellow. 
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Mr. Srrincrettow. Mr. Mason, there has been a lot said about 
the Korean situation. Let’s apply the 90-day freeze formula to the 
Korean situation. Say we had such a law on the books at that time. 

Do you think that would have alleviated the situation which 
followed after we went into war in Korea? 

Mr. Mason. I feel satisfied it would have, Congressman. I mean 
prices would not have increased as rapidly as they did. 

Mr. Srrincrettow. What would have happened in the interim 
period? Take 90 days and add it onto June, and what is the date 
we have? 

Mr. Mason. In the interim period Congress would have enacted 
legislation. 

Mr. SrrinGretLow. Congress did enact legislation but there was 
no effort on the administration’s part to place it into effect, as 1 
understand the statement which was made earlier, until January of 
the following vear. 

Mr. Mason. That is correct. 

Mr. SrrincretLtow. Therefore, it stems back to this very cold 
fact. It depends on who is in the White House, doesn’t it? 

Mr. Mason. Well the point is that experience is the best teacher, 
and we should have learned our lesson from what happened after the 
Korean conflict started, and we want to avoid that in case another 
grave national emergency arises. 

Mr. SrrinGrettow. Yes, we are assuming many things in this 
legislation. We are assuming that we are going to be attacked, but 
we don’t know when, and we don’t know who is going to be in the 
White House at that time, and so we leave it up to a certain individual 
to take an action. 

Well what if he has no desire to take an action? Don’t you think 
that we could legislate for some unforeseeable circumstance better 
when the occasion occurs rather than assuming that it is going to 
occur, and legislate for it now? It has been brought out here very 
clearly, the discriminations and exemptions from such a law. We 
don’t know whom we are going to exempt when a situation such as 
that occurs. 

There is another thing which has been brought out here very 
forcibly. We have mentioned a police action in Korea, and the fact 
that the administration acted very slowly. 

Well I am a veteran of war, and they still must convince me that 
there was a sincere effort on the part of the administration to act. 
It is a known fact that our economy was in the doldrums prior to 
Korea, and it seems to me that inflationary tendencies at that time 
would be politically expedient. 

I have always believed, and it has been proven to me through my 
experience, that during war, 90 percent benefit, and 10 percent do 
the sacrificing. In all of our dealing with war, it seems to me, we 
unfortunately forget about the fellow who stands in the foxhole and 
does the sacrificing. 

You mentioned here that prices skyrocket 

Mr. Mason. I want to say that I don’t do that because I have a 
boy in Korea right today. 

Mr. Strincrettow. I know many of us have many of our loved 
ones there, and we should be concerned and to compare the Korean 
situation with the Boxer situation, I think is quite naive, because 
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there were many circumstances which lead up to Korea which you 
cannot compare with the Boxer situation. 

I fought for peace during the last war and we never had peace. 
We may just as well face the issue squarely. 

We mentioned also that prices skyrocketed immediately after a 
declaration of war. That is, there was no dec ‘laration, excuse me, 
but after the police action started, so they say, in Korea. 

You also mentioned that we should profit from what has gone 
on in the past. Don’t you think that our merchants have experienced 
that situation in the past, and that if we have a standby freeze law 
on the books, they are going to be inclined to keep their prices high, 
anticipating that possibly they are going to be caught in the freeze, 
and that such a law would be inflationary ? 

Mr. Mason. No, I don’t agree with you. They can keep their 
prices high but they probably wouldn’t sell anything. 

If a national emergency exists, or we are on the verge of another 
war, naturally, it is a boom period, and they are going to take ad- 
vantage of the situation if they know controls are going to go into 
effect. They are going to adjust their prices just as fast. as thev 
possibly can, and those prices will be worked into our economy. We 
are going to have to pay for it? And what does that mean? It 
means another merry-go-round. 

Because if prices go up, the living standards of the wage earners 
decrease. They are compelled to make demands for a wage increase 
so that they can adjust themselves at least to the same standards 
they had prior to the inflationary spiral. 

Mr. Srrincrettow. Well prices are very high now, and they are 
caused, indirectly—and in many instances directly—by the Korean 
situation. 

Mr. Mason. And the defense program generally, and the inter- 
national situation as it exists, that is correct. 

Mr. Srrinerettow. And | think our merchants would be more 
inclined to adjust their inventories and their prices if they didn’t 
have a loaded gun pointed at them, not knowing who is going to pull 
the trigger. 

Mr. Mason. Well you have a lot more confidence in what would 
happen than I have, because from past experience that hasn't been 
the case. When a national emergency existed, or the international 
situation got worse, the stock market went up, prices went up, every- 
thing goes up. 

Mr. SrrRINGFELLOW. Yes, we are assuming that something is going 
to happen in the future, and of course we don’t know when it is going 
to happen or what will happen. 

Mr. Mason. You see we are only talking about 90 days. It could 
be 30 days. We are talking about a period of time when there 
should be a stopgap to tive the President authority to freeze prices, 
wages, and rents, until Congress acts. 

They can act in 3 days, they can act in 5 days, they can act in 30 
days, they can act in 60 day s. If it takes them 90 days, we are only 
talking about enough time for Congress to give consideration in draft- 
ing a bill to handle the situation. 

Mr. Srrincrettow. But we don’t know what the situation is 
going to be. You are agreeing that Congress could act within a 
very limited amount of time. 
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Mr. Mason. Well I say 3 or 4 days. But it may not be enough 
time to give proper consideration to all the problems and the situation 
as it exists at the time. 

Mr. Srrincrettow. Those things we don’t know, but I am sure 
that Congress, under a very critical situation as we might face in the 
future, could act very expeditiously. 

Mr. Mason. I think that is up to Congress, whatever time they 
feel it would take them to act. That is what the freeze should be. 

Mr. Srrinerettow. You also advocate in your testimony that 
such a control law would permit the economy to continue to operate 
on an even keel. Well I don’t believe that the economy, regardless of 
controls or not, in time of atomic warfare, could operate on any even 
keel. Weare going to have to legislate in a very critical situation when 
the time arises, and I believe we should give our people a break, and 
our businesses a break, during the interim. 

We don’t know when this thing is going to happen and for use to 
forecast it in the future, I think, is ridiculous. 

Mr. Mason. Well, under our proposal you would give the President 
authority to use his own discretion, as far as wages, prices, and 
rental controls are concerned. 

Mr. Srrinereittow. And then in your statement—I commend you 
on your statement, by the way, because | believe you have raised 
many of the questions that we should be concerned about—however, 
I can’t agree with all of them—but you have asked this committee to 
report out a bill which would contain a provision which would be 
workable and which would make an effective system of standby 
controls. 

Do you feel that the 90-day freeze would be workable, and that 
it would be an effective system for coping with such a situation? 

Mr. Mason. If it would take Congress 90 days to act on the legis- 
lation. 

If Congress felt they could enact legislation in 30 days, all right. 
All we want is a stop point. We don’t want to put the public on 
notice, we don’t want to put business on notice, we don’t want to put 
the workers on notice, we don’t want to put any segment of our 
economy on notice that they are going to have controls in a week, 
2 weeks, or 3 weeks, because then something is going to happen. 

This way, if you give the President authority to freeze wages, prices, 
and rents, for whatever time it would take for Congress to act, I 
think it would be beneficial. 

Mr. Srrineretitow. | think you are justified in not having too 
much faith in the Congress of the past, because of their dragging of 
their feet under similar circumstances. 

Mr. Mason. I haven’t said that. 

Mr. Srrineretiow. | have a great deal of faith in the Congress. 

Mr. Mason. I do, too. 

Mr. Srrinerettow. And I believe we can act when a situation 
arises. I believe the group of men who make up the Congress today 
are very cognizant of the fact that we are not fighting a police action, 
we are fighting a war, and with the experience of the past we are 
going to be able to legislate at the critical moment, when the occasion 
arises. 

Mr. Mason. Well, you can still have that opportunity. The only 
difference is that the President, in the meantime, has frozen prices, 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 293 


wages, and rents. Then you are going to enact legislation to meet the 
situation. It could be in 3 days. Iam certain you are not afraid of a 
freeze for 3 davs. If Congress feels they can act in 3 or 4 days, what 
difference would a freeze for 3 or 4 days mean to any segments of our 
economy. 

Mr. Strinerettow. The difference would be that it would be 
hanging over the merchants’ heads in the meantime. 

Mr. Mason. I think the psychological effect may be good, because 
no business is going to stay in business unless they are making money. 

Mr. Srrincretitow. Well that is true. But I believe if we realisti- 
cally apply such a formula to situations in the past, we would prove 
that it would not have been workable. 

We have to legislate at the moment when the situation arises, and 
I believe Congress——— 

Mr. Mason. Congress can still do that under our proposal. 

Mr. Srrincreitow. And I believe Congress, regardless of political 
affiliations, could enact such legislation very expeditiously, to cope with 
the situation, and we wouldn’t have a concurrent resolution hanging 
over our heads so that we would have undue pressures come to bear 
upon the legislators while we are confronted with many other impor- 
tant issues. 

Mr. Mason. How long do you think it would take Congress to 
act? 

Mr. Srrincrettow. I wouldn’t even want to predict. I wouldn't 
even predict that we are going to have a war. 

Mr. Mason. I mean, in a case of this kind. Even aweek. Don’t 
you think that would make a difference so far as our economy is 
concerned? 

Mr. Srrincrettow. I think that the freeze provisions could be 
tied right into the declaration of war. It could be a part of it. 

Mr. Mason. You mean it would have to be a declaration of war 
before any freeze could go into effect? You support the Senate 
proposal? 

Mr. Srrincreitiow. I support the proposal that we legislate at the 
time the situation occurs. 

I am not for any type of standby legislation whatsoever, on this 
basis. 

Mr. Rains. Mr. Mason, is it your position that with the amendment 
which the Senate passed, we might as well not have any bill? 

Mr. Mason. It certainly would not carry out the objective. 

Mr. Rains. In other words that puts us right back where we were, 
does it not? The amendment passed in the Senate would leave the 
situation about where it is without any legislation at all? 

Mr. Mason. We can argue both ways on that. I know I am not 
satisfied with the Senate bill the way it ‘has been passed. 

Mr. Spence. When the vicious spiral of inflation takes place, and 
wages chase prices and rents go along with them, isn’t it a fact that 
wages are usually discriminated against because the other raises come 
before the raises in wages, and the basis for raises in wages is that 
other raises have already taken place? 

Mr. Mason. That is correct, Congressman Spence, wages are 
always last. 

Mr. Spence. And the basis for raising wages is that other prices and 
rents have increased? 
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_Mr. Mason. That is our strongest argument for more wages, yes, 
sir. 
The Cuarrman. I think we should clear up the question raised by 
Mr. Rains. 

The first price-control bill was enacted on January 30, 1942, a 
matter of 7 weeks after Pearl Harbor, and on October 2, 1942, the 
Stabilization Act was passed. 

But previous to that, from May of 1940, there had been in existence 
the Office of Price Administration, and Mr. Henderson had been named 
the Administrator, and the Defense Commission was set up in 1940. 

That was more or less of a voluntary control, participated in by 
business, labor, and the economy in general. 

| am quoting now, and he is speaking on August 5—we had hearings 
in this committee from August 5 until October 13, 1941. He said: 

Several weeks ago however it became overwhelmingly evident to me that prices 
had taken on such an inflationary aspect that something more than reasoning, 
counsel, and informal understanding in price schedules was required. 

So during the OPACS days, although there was no legislation, they 
had an informal uaderstanding, under which they issued price sched- 
ules which in the main had been accepted by everybody. 

Again quoting: 

Therefore I advise the President that the time has come in my opinion to submit 
the facts to the legislators and ask them for specific legislation designed to control 
commodity prices in the country. 

Mr. Spence. Who said that? 

The CHairnman. Mr. Leon Henderson. He was the first Admin- 
istrator. 

Mr. Rains. Of course that buttresses vour statement. | wasn’t 
here then, but that is a long time to talk about price control, from 
August 5 to October 13, and especially from December 8 to January 30. 

The CHarrman. Of course that is before we had any experience 
whatsoever with price control, and then there was the period between 
October 23, 1941, and January 30, 1942, when apparently nothing was 
done about it. 

Mr. Mason. The law that was passed in January 1942 was very 
ineffective. 

Mr. Parman. It was a selective control. 

The CHarrmMan. Yes; it wasn’t until October 1942, when, realizing 
the ineffectiveness of the first law, we passed the Stabilization Act. 

Mr. Mason. Yes; that is right. 

The CHarrMan. Since then we have had the matter up every year, 
I guess. We know a lot more about it now than we did then. 

Mr. Hiestanp. Mr. Chairman, I would like to commend Mr. 
Mason for his paragraph 6 which states the basic principles of the 
A. F. of L. toward controls, being opposed to them as controls. 

I would like to ask if I am clear in vour conclusion that there is 
very little if anything about S. 1081, that you like, except the 90-day 
freeze provision; is that correct? 

Mr. Mason. No; we are concerned about the continuation of allo- 
cations and priorities, or critical materials for the next 2 years and 
other features of the bill. 

Mr. Hirestanp. You are in favor of other things in it? 
Mr. Mason. Oh, ves. 
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Mr. Hrestanp. Thank you. 

The CuHarrMan. Are there further questions? 

Mr. Mason, we are very grateful to you for your contribution to 
this subject. 

Mr. Mason. Thank you, Mr. Chairman, for the opportunity to 
express our views. 

The CHartrmMan. We have with us this morning Senator Scott 
Lucas from Illinois, who is well known to the members of this com- 
mittee. We are very happy to have vou before us, Senator. 


STATEMENT OF HON. SCOTT LUCAS, A FORMER SENATOR FROM 
THE STATE OF ILLINOIS, REPRESENTING THE AMERICAN 
FINANCE CONFERENCE 


Senator Lucas. Thank you for those kind remarks, Mr. Chairman. 

Mr. Chairman and members of the commitiee, 2 vears ago I was 
privileged to appear before this committee in behalf of the American 
Finance Conference. 

At that time we opposed the power that was delegated to the Federal 
Reserve Board, and requested the committee to report out an amend- 
ment which would limit that power. The Senate committee had 
previously followed that request. This committee adopted the Senate 
amendment, with certain other amendments, and it finally was 
enacted into law. 

I am appearing before vou again, on behalf of the American Finance 
Conference, a group comprising several hundred independent auto- 
mobile sales finance companies, and I invite your attention on section 
7 of Senate bill 1081, which provides authority for temporary economic 
controls and for other purposes. 

That section amends title VI of the Defense Production Act of 1950 
as amended, being the title dealing with the control of consumer and 
real estate credit. 

Consumer credit control provisions have had a most amazing 
history in the 83d Congress. First, Senate bill 1081, as introduced 
in the Senate, had no section on consumer credit controls. 

Secondly, with no official administration demand, Senate 1081, as 
reported out by the Senate Banking and Currency Committee, 
reversed the field completely and contained, in the amended section 
601, an immediate and unqualified and unconditioned grant of power 
to the Board of Governors of the Federal Reserve System to exercise 
consumer credit controls. 

Thirdly, before the Senate floor action took place on the bill, the 
Senate committee modified its already reported-out bill by adding a 
section 606 to the Defense Production Act of 1950, the additional 
section prohibiting the Federal Reserve Board from exercising any 
of these controls until the President had declared a grave national 
emergency to exist and had established ceilings on prices, wages, and 
rents, under the authority contained in section S801. 

Fourthly, the Senate adopted Senator Byrd’s amendment, so that 
the establishment of ceilings on prices, wages, and rents, could be 
done only after the United States had declared war against a foreign 
nation, or when Congress by concurrent resolution found and declared 
that a grave national emergency exists. 
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Senator Byrd’s amendment entailed the modification of the pro- 
posed section 606; therefore, so that as Senate 1081 was passed and 
as it is pending before your committee, consumer credit controls may 
be exercised by the Board of Governors of the Federal Reserve System 
only after the President has established ceilings on prices, wages 
and rents, which he may not do unless the United States has declared 
war or unless the Congress by concurrent resolution has declared a 
grave national emergency to exist. 

I have gone into the details of the Senate history of title VI because 
I am anxious that this committee be made aware of the almost 
incredible action taken by the second step described above—that is, 
the unqualified immediate and limitless delegation of power to the 
Board of Governors of the Federal Reserve System to exercise 
consumer-credit controls, 

Note well what that means. The Board’s powers were not depend- 
ent on the existence of any emergency, nor were they circumscribed 
by any limitations or restraints. 

I should have thought that the corrective action taken by the 
Senate Banking and Currency Committee was inevitable, especially 
since Board Chairman Martin’s testimony before that committee 
indicated that the Board itself was not asking for that power. 

He said, however, that his personal opinion was that if any power 
be granted to the Board it should be permanent—and, gentlemen of 
the committee, mark that well. You will recognize, therefore, how 
shocked the business community generally was when, in the course 
of the Senate debate on this bill, Senator Bush, of Connecticut, 
associated himself with Chairman Martin by urging the desirability 
of having the Federal Reserve Board at all times enjoy the authority 
to exercise credit controls. 

However, the chairman of the committee, Senator Capehart of 
Indiana, insisted on the committee’s version of limiting the powers 
of the Board to the conditions set forth in section 606. 

Furthermore, the next day Senator Bush expressed regret that the 
committee had failed to restore to the Federal Reserve Board a 
continuing power to exercise control over consumer credit. 

At that time Senator Bennett of Utah had the floor and expressed 
the hope that the Senate Committee on Banking and Currency would 
study this particular problem. 

Gentlemen, I bring that to your attention, not because it is in any 
wise related to this bill, but merely to demonstrate the pattern that is 
being set or could be set for the future in delegating the control of 
consumer credit to the Federal Reserve Board, whether in peacetime 
or in war. It strikes me that it is a very serious step, and I merely 
direct the attention of this committee to it so that they, too, may 
consider it. 

In the light of the sentiment against all controls, except where they 
are admittedly necessary—that is, in times of war—it is little wonder 
that a substantial segment of the American economy became alarmed 
at the spectacle of an attempt being made to endow the Federal 
Reserve Board with unlimited and permanent authority to regulate 
consumer credit. 

I wonder if the implications of this fortunately frustrated step were 
apparent to those who sponsored it. Here was an effort to permit the 

Federal Government to control the terms under which every consumer 
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product could be sold—a power which was to be exercisable in wartime 
or peacetime at the uncontrolled direction of an agency which has not 
shown itself to be particularly responsive either to industry needs or 
congressional suggestion, and this control, incidentally, would have 
been a direct control, despite frequent references to consumer-credit 
controls as being indirect. 

If a Federal agency tells a dealer that he may not sell a car for less 
than blank-percentage downpayment, and at terms maturing in more 
than blank months, how could a control be more direct? Yet the 
argument bas been seriously advanced that this type of authority is 
an indirect control which the Federal Reserve Board should have in 
order to combat inflation. 

Mr. Chairman and members of the committee, the theory of direct 
control in peacetime over the mass-purchasing power of the American 
consumer is a direct challenge to the free-enterprise system, which in 
the main has been responsible for the phenomenal development of this 
country in practically every line of human endeavor. 

Unlimited controls over consumer credit, exercised by an executive 
agency of Government in peacetime, would be a dangerous threat 
to our free institutions. If the Congress is ever persuaded to delegate 
to the Federal Reserve Board such an unlimited grant of power, 
Congress would be clearly exposing itself to a charge of enacting a 
socialistic measure, calculated to impair and injure what we have 
proudly called the American way of life. 

Mr. Chairman and gentlemen of the committee, I seriously question 
whether consumer-credit controls may be authorized through the 
Federal Reserve Board, or any other ageney for that matter, except 
in times of war or declared national emergency. 

It will be recalled that 5. 1081 was originally worded, when it came 
out of the committee, as containing an immediate grant of consumer- 
credit power in the Federal Reserve Board without regard to war 
or emergencies. 

In the several occasions in the past when consumer-credit controls 
have been authorized, that authority was invariably accompanied by 
either a war or a declaration of a national emergency. 

Consumer-credit controls were first authorized, curiously enough, 
under the authority of the Trading With the Enemy Act of October 6, 
1917, and under that act the powers given the President were confined 
to time of war, or during any other period of national emergency de- 
clared by the President. 

The joint resolution of August 8, 1947, prohibited the exercise of 
consumer-credit controls after that date, except during time of war 
or any national emergency declared by the President after that date. 

In other words, whether out of a legislative concern for confining 
this type of action to limited occasions or out of a healthy respect for 
the constitutional questions involved, Congress has never authorized 
the exercise of consumer-credit controls in times other than war or 
a Presidentially declared national emergency. 

Mr. Chairman and gentlemen of the committee, there is nothing 
that has happened since February 25, when Senate bill 1081 was 
introduced without any provisions for consumer-credit controls, to 
justify provisions relating to these controls, in the version of the ‘bill 
now before you. 
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To be sure, under the Senate-passed bill, consumer-credit controls 
cannot be exercised by the Federal Reserve Board unless the United 
States has declared war or unless the Congress has by concurrent 
resolution declared a grave national emergency to exist. 

But, as the bill is now worded, the authority of the Federal Reserve 
Board under title VI is to cease upon the termination of the ceilings 
on prices, Wages, and rents. In theory, this 90-day freeze would give 
Congress an “opportunity to study the situation and decide what 
steps should be taken. So far as consumer-credit controls are con- 
cerned, however, the authority granted the Federal Reserve Board, 
after the conditions precedent have been met, is only permissive. 
That is to say, the Federal Reserve Board, despite its authority to do 
so, may not elect to impose such controls during that 90-day period. 

In that event, there would be nothing for Congress to look into 
while it is examining the other ceilings. 

Or the Federal Reserve Board may have promulgated completely 
acceptable consumer-credit regulations, to which the Congress could 

take no exception at the time, but which could arbitrarily and 
unreasonably be changed after Congress had passed and the President 
had signed the bill. 

These are some of the risks attendant upon a premature conferring 
of power upon a Federal agency, even if surrounded by certain condi- 
tions before those powers can be exercised. 

It is respectfully suggested in conclusion, first, that the American 
Finance Conference believes that legislation on control of consumer 
credit is unnecessary, and therefore, is opposed to same. 

The conference agreed with the administration when its spokesmen 
before the Committee on Banking and Currency of the Senate, 
frankly stated they did not seek the reinstitution of controls of any 
kind. 

And, gentlemen, that is the record, and I am sure that you men 
know that, as a result of the reading of the tesimony which was given 
by Mr. Tuttle, who represented the Treasury Department, and Mr. 
Martin, who is the Chairman of the Federal Reserve Board, before 
the Committee on Banking and Currency of the Senate. 

Both of these men testified before that committee that they did 
not seek the reinstitution of controls at this time. But they also 
said that if the Congress grants these controls, ‘We want unlimited 
power. We do not want to be shackled in the administration of the 
power that has been delegated to us.”’ 

Second, if the Congress nevertheless assumes now the responsi- 
bility of authorizing future controls, in the face of administration 
opposition, it is suggested that controls of consumer credit be au- 
thorized only after the United States has declared war against a 
foreign nation, or when Congress, by concurrent resolution, found 
that a grave national emergency exists. 

This is the way S. 1081 now reads. 

Three, in the event there is a declaration of war, or a concurrent 
resolution of Congress declaring a national emergency, then there 
should be no discrimination in the control over various segments 
of our economy. In the words of Baruch when he testified on this 
bill before the Senate committee, ‘All segments of the economy 
should be treated alike.”’ 
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In other words, the President should be authorized to freeze the 
situation, including prices, wages, and rents, and consumer credit, 
for a period of time, so that the Congress may have an opportunity to 
hold hearings upon every phase of controls and related problems, be- 
fore blindly delegating blanket authority to the Federal Reserve 
Board to control consumer credit, as is now provided in the Senate 
bill 1081. 

Fourth, if the Congress decides to retain some authority in the 
Federal Reserve Board to control consumer credit, after ceilings are 
established, following a declaration of war or congressional declaration, 
the very least the Congress should do is include the Defense Produe- 
tion Act of 1951 by limiting the authority granted so that the Board 
could not require a downpayment of more than one-third or fix a 
maximum maturity of less than 1S months in connection with the 
installment credit extended for the purchase of a new or used auto- 
mobile. 

May I make a final observation in the light of my 4 years’ experience 
in the House of Representatives and 12 years’ experience in the United 
States Senate? 

I have listened to the colloquies here this morning with respect to 
what should be done about controls. 1 am completely familiar with 
the experience that we have had in the past on that subject. As a 
Member of the United States Senate I participated in the debates and 
the votes in the days of OPA and OPS. 

I do believe that, as a result of the twofold experience which Con- 
gress has had, that Congress could act expeditiously, in the event 
there were a war, or in the event there were a grave national emergency 
declared by concurrent act of Congress. 

| believe sincerely, as a result of my long experience, that there is 
no need for controls of any kind at this hour, and | cannot understand 
why the Congress desires to put through controls of any kind or char- 
acter, when the administration itself, through the representatives of 
President Eisenhower, has testified definitely that it does not seek 
controls. 

Gentlemen, I thank you for your attention. 

The CHarrMAN. Senator, section 601 provides that to assist in 
carrying out the objectives of this act the Board of Governors of the 
Federal Reserve Board is authorized to exercise consumer credit 
controls in accordance with, and to carry out the provisions of 
Executive Order 8843, of August 1941. 

Were any exceptions with respect to downpayment and period of 
amortization included in Executive Order 8843, do you recall? 

Senator Lucas. It is my recollection, Mr. Chairman, there were 
no references of that kind in the Executive order. 

The CHarrman. And the only exceptions to that Executive order 
were written into the law by the Congress? 

Senator Lucas. Precisely so, sir. 

The CHarrMAN. Surely it would not take the Congress very long 
to enact section 601, would it? 

Senator Lucas. In my opinion, it would not, and when we talk 
about the 90-day freeze, if the Congress thought such was the proper 
procedure, and wanted to act expeditiously, they could freeze the 
situation for 90 days with a concurrent resolution. 
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What I am seriously objecting to is the delegation of the power, espe- 
— to the Federal Reserve Board, over the control of consumer 
credit. 

The CHarrmMan. Hasn’t the Supreme Court held that the Congress 
could not delegate its authority generally, excepting in times of 
emergency? It seems to me that we were obligated under the Supreme 
Court decision when we passed the original Ollice of Price Administra- 
tion Act, and then the Stabilization Act, to declare in those acts that 
an emergency existed, and without that decoration that an emergency 
existed, the Supreme Court would have held that there was no 
justification, no legal justification, for the delegation of such broad 

wers. 
prone Lucas. If you please, sir, 1 am not totally familiar with the 
Supreme Court decisions upon that point. 

The Caarrman. I am not too familiar with them myself, but I do 
remember that at that time the decisions were before us, and after 
reading the decisions, I offered an amendment in this committee to 
legalize the law, so that there would be no question of constitutionality, 
and I think that amendment has been carried through all the laws 
that followed. 

Senator Lucas. Obviously that was a wise provision inserted in the 
bill at that time. In this manuscript that I have prepared and read to 
you, I seriously question the constitutionality of the delegation of 
power to the Federal Reserve Board to control consumer credit in 
—- It has never been done, and I do not believe that it can 

ye cone, 

In other words, if this proposal were put into effect, then the Federal 
Reserve Board could tell me what I should pay on the installment 
plan for a pair of shoes, what one should pay fora refrigerator or 
washing machine, an automobile, or any other article of personal 
property not sold for cash. 

The mass buying power of the United States, which, after all, 
controls our economy, would be under the direct supervision of an 
executive agency of Government, and I just do not believe that such 
unlimited power can be delegated under our Constitution. 

And certainly, if it can be done, then we are moving with rapidity 
into the field of socialism. 

The CuatrMan. Do you think that there was power, though it is 
academic now to discuss it, but do you think there was power under 
the Trading With the Enemy Act, to invoke Executive Order 8843? 

Senator Lucas. There could well be a serious question about it. It 
was never contested, as I understand it. 

Mr. Parman. Mr. Chairman, would you yield for a question? 

The CuatrMan. Mr. Patman. 

Mr. Parman. How far would you go with this delegation of power 
except in times of war? Do you limit that to just certain things? 
What about the Federal Trade Commission Act? 

The Cuatrman. Will you yield to me, Mr. Patman? 

Mr. Parman. Yes, sir. 

The CuarrmMan. I think, of course, in times of war, after the 
Congress has declared war, as the Senator has pointed out, and as 
Mr. Stringfellow has also pointed out, it might all be contained in the 
same resolution. But if it was not in the same resolution, we could 
act as expeditiously on a freeze order, and I think do a much better 
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job than the Senate has done on this. A safer job for our economy. 
On the same afternoon we could have both bills before the President 
by 4 o’clock, and with modern transportation being what it is, with 
the knowledge that there must be a quorum in this Congress before a 
resolution could be enacted declaring that a state of war existed, in 
case of attack upon the United States, such as we had in the event 
of Pearl Harbor, and assuming that the Congress was not in session, 
every air service in this country, Army, Navy, Marine, and private, 
and every other means of transportation, would be made available to 
get a quorum of the Congress here to Washington, in 24 hours. 

Mr. Parman. May I be more specific in my question? 

I understood the chairman to say that he was convinced after read- 
ing the decisions of the Supreme Court, that Congress could not 
delegate power, except in time of war. 

The CuarrmMan. No; except in time of emergency. 

Mr. Parman. Well, how do you justify the delegation of power to 
the Federal Reserve System now? 

The Cuatrman. I do not know. I do not see how it can be done. 

Mr. Parman. And the Federal Trade Commission Act. 

The Cuarrman. Unless it is tied in with the enactment of a con- 
current resolution by which we declare that a grave national emer- 
gency exists, which | presume would be sufficient under the Supreme 
Court ruling. I am speaking only from memory now with respect 
to that. 

That would be the only way we could legally, as I recall it, delegate 
these powers. 

Mr. Parman. May I be even more specific? 

The Cuarrman. I do not even know whether we could do it under 
those circumstances. 

Mr. Parman. May I be even more specific in my question? The 
Federal Reserve Act was signed December 23, 1913. The System 
has been in operation now 40 years. Does the Chairman mean to 
indicate that all during that time, when there was no national emer- 
gency, that it has been operating illegally? 

The Cuarrman. Of course not. Why should I say that, or even 
imply that? 

Mr. Patman. You said the Congress had no power to delegate 
authority except in time of national emergency, as 1 understood you. 

The CuarrMan. We have set up most definitely the Federal Reserve 
as the agency of the Congress to coin money and regulate the value of 
it. 

Now here is an emergency, which involves the exercise of direct 
controls. I am glad that the Senator brought out this distinction 
between direct and indirect controls. 

The controls which the Federal Reserve has had over our economy, 
we know as indirect controls; regulation of rediscount rates, open- 
market operations and so forth. They generally apply. They apply 
to everybody. They do not apply to one bank down to Port Huron 
and one in Texarkana. 

They apply to all banks, generally. 

Now, this delegation of power is specific. It is a specific, direct 
power, which, under the decisions of the Supreme Court, it is very 
doubtful if it is constitutional. 
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Of course, 1 do not make the position that the Board has been 
operating illegally throughout the years. I think sometimes probably 
jes the line the Supreme Court has held that the Federal Reserve 
Act is constitutional, 

I don’t know. I haven't looked it up. 

Senator Lucas. Those who have been discussing this question, 
including Chairman Martin and Senator Bush, have been talking 
about this as being an indirect control. If there is anything more 
direct, as far as consumer credit is concerned, | do not know what it 
could be, and I think that is the distinction that the chairman has 
brought out, and which | previously set forth in my statement. 

The CuarrMan. There has always been that question. I know that 
those who want the authority do not draw any distinetion between 
direct consumer credit controls, and indirect credit controls at the 
Federal Reserve source. I think there is every difference in the world 
and | entirely agree with you that they should not be put in the same 
category at all. 

Mr. Spence. Will the gentleman yield? Do they not make a dis- 
tinction between the delegation of unlimited powers and the delega- 
tion of powers which are limited and directed and circumscribed? 
I think that is the distinction that is drawn. I do not believe we could 
delegate an unlimited power without any directions or limitations, 
but if we do define the powers, even though they are very broad in 
the scope of the definition, the Congress can delegate them. That is 
not saving whether they should or not. 

The CrarrMan. It has always been thought that we should set up 
standards to meet that requirement, and we always have. It seems 
to me that under the Senate bill, there are no standards set up, and 
there is a broad delegation of power to the Federa! Reserve Board, 
to be applied selectively or generally as the Federal Reserve System 
sees fit to apply them, and without these standards set up in the 
law, | doubt very much the constitutionality of it and I do not know 
whether we could make it constitutional by reference to an Executive 
order, the constitutionality of which is in very serious doubt. 

I have always been of the opinion until a couple of months ago 
that the President had the authority under the Trading With the 
Enemy Act to control consumer prices, and I made the statement 
that there was no need for any legislation by Congress to give him 
that authority because he had it under the Trading With the Enemy 
Act. Then I read the act, and when I read the act, it seemed to me 
that as the Senator suggests that act has only to do with war, and 
the credit provisions of the act have almost exclusively to do with 
foreign credit, and domestic credit is not mentioned in the act. 

Now I have very serious doubts as to whether he ever had the 
authority to set up Executive Order 8843. 

Surely, we cannot make this general provision constitutional by 
reference to an Executive order which in itself might be unconstitu- 
tional. 

Are there further questions? 

Mr. Brown. Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Senator, I want to congratulate you on this splendid 
statement. Especially your very clear distinction between direct and 
indirect controls, 
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Now I would like to ask this question: Has the President asked for 
standby controls? 

Senator Lucas. It is my understanding onlv from the record—and 
I have read it meticulously—that the President, through his able 
representatives, before the Senate Banking and Currency Committe e, 
has not asked for such controls, but went on to say that in the event 
the Congress grants controls, “we should like to have unlimited power 
in the administering of these controls,” and that was brought about 
because the original Cc apehart bill, 8. 753, contained section 601, which 
was identical with the language of 601 in the Defense Production Act 
of 1950. In discussing that matter with Senator Capehart and others, 
I was lead to believe it was the draftsman’s fault that section 601 
appeared in Senate bill 753. However, it gave the Federal Reserve 
Board the opportunity or the invitation to speak about it, and they 
so did, in the language that I have previously discussed. 

Mr. Parman. Mr, Chairman. 

The CHarrman. Mr. Patman. 

Mr. Parman. Before the chairman leaves I want to make a reference 
to one of his remarks, that the Federal Reserve Board, through the 
Federal Reserve Banking System, operates on an overall fashion, to 
not include any particular bank, or concern, directly, but to have 
indirect influence on the actions of all banks. 

It occurs to me that that statement should well be considered 
in connection with this suggested power to the Federal Reserve 
Board. If it will operate that way im a case of war, or an emergency, 
or ina case of defense production, the Federal Reserve Board couldn't 
distinguish between a munitions factory and a slot machine factory. 
It would have to put its policies into effect overall, to include every- 
thing, without reference to its essentiality, and for that reason I 
think it would be worthy of consideration here. 

I agree with you, Senator Lueas, that the Federal Reserve Board 
should not have this power, not only in time of emergency, but at 
any time, and it is certainly shocking to me that the Chairman of 
the Federal Reserve Board, and the Senators referred to, would be 
in favor of not only giving them this power, but would be in favor of 
making it permanent. 

I can imagine now what would have happened back in the days 
of the New Deal or the Fair Deal, if somebody had suggested the 
same thing. You would have seen headlines in all the papers of 
America. It would be the most socialistic scheme ever proposed, 
that the Federal Reserve Board should have power such as this, to 
control the credit of the Nation, which of course is the poorman’s 
credit, and I think the Federal Reserve System has a selfish interest in 
this. That is eredit that they have no power or control over, and 
thev want to get it under their wing. 

Well I don’t think they should be allowed to have it under their 
wing, I don’t think they should be allowed to have such — 
because I am afraid they would use it against the publie good i 
trying to favor the established and more orthodox banking er 
of the country. 

It is another case of sending a rabbit to the corner grocery store to 
get a head of lettuce. I don’t think you would ever get the lettuce. 
‘And I don’t think that the Federal Reserve Board is a fair and i impar- 
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tial organization, in a case like this, to administer such a power, even 
if you were to consider granting the power. 

And furthermore, | am personally opposed to giving the Federal 
Reserve Board any more power until we know more about the Federal 
Reserve System. It has been disclosed here recently that over a 
period of 40 vears there has never been an audit of the Federal Reserve 
System, of either the Federal Reserve banks, or the Federal Reserve 
Board, that has been made available to the Banking and Currency 
Committees of the House or the Senate, or to any Member of Congress. 

Although the Federal Reserve Board System is strictly an agency 
of the Congress of the United States, admittedly so, yet the Congress 
has not been privileged to see the audits and the reports that have 
been made by the auditors concerning the Federal Reserve banks 
or the Federal Reserve Board. Not once in 40 years. And I think 
the Congress should know more about what is going on in the System. 
We have set up a system that has the most lucrative business on 
earth, | suppose, the power to take the printed money of the country, 
the obligation of the entire Nation, and trade that money for interest- 
bearing bonds of the Nation, and keep the interest-bearing bonds, 
collect the interest and spend the interest as they want to. 

I don’t know of any better or higher privilege on earth that has ever 
been given to any group, than being allowed to take the printed money, 
which is printed over here at the Bureau of Engraving, in unlimited 
quantities, and to use that money to trade for interest-bearing obliga- 
tions of the Government, and hold those obligations of the Govern- 
ment, collect the interest, to the tune of nearly $500 million last vear, 
and spend that money as they want to, without any accounting to 
the Congress of the United States, whom they are supposed to serve. 

I think we ought to look into that. It was discovered here last 
week, on the floor of the House, in a colloquy becween the chairman of 
this committee and myself, that under subsection 14 of section 16 of 
the Federal Reserve Act, the Federal Reserve Board shall determine 
how much it costs the Federal Reserve banks to carry on the clearing 
of checks, and to charge the banks the amount of money required to 
pay for that, and a litle investigation has discovered that without 
ever having seen any audit-—-the Congress knew nothing about what 
was going on, and the committee knew nothing about what was going 
on —that it is now costing the Government nearly a hundred million 
dollars a year. And we are building enormous buildings, not to carry 
on the administrative work of the Federal Reserve System, involving 
monetary matters, but to clear checks for private banks, to house 
people who are working as clerical workers, as janitors, as typists and 
stenographers, and as operators of these different business machines, 
and the banks are not paying for that. It is coming out of Govern- 
ment funds. 

We have never brought that out before because there had never 
been a timely opportunity to cause us to look into it. But that is one 
of the things that has been discovered in this secret system. They are 
behind an iron curtain of their own, and they don’t seem to even 
want the Congress to know what is going on behind that curtain. 

The other day we received a report from the Federal Reserve Board, 
and they referred to the fact that they had an audit and what they 
have done is all right, but they didn’t send us a copy of the audit. 
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I wish the chairman would hear this, because in that report the 
other day they were kind enough to refer to the fact that the books 
have been audited but they didn’t send a copy of the audit to the 
Banking and Currency Committee of the House, and I think a copy 
of the audit should be sent up here. 

I happen to have a little knowledge of some of the things that have 
been going on. I think they would probably be shocking to this 
committee, if they knew, and they would know if they got the audits 
from these different Federal Reserve banks. 

But for some reason they don’t want to disclose those audits. They 
don’t want the master—and the Congress is the master, and they are 
the servant—to know what is going on behind this iron curtain, and 
unless we know more about this System, | am opposed to giving them 
any more power of any kind. I think they are acting in an arbitrary 
manner, and defying the Congress of the United States by refusing to 
voluntarily give the Congress all the information about the System 
that the Congress should have. 

For instance, one little thing. It is a minor matter, but they do 
come up. I know that at one time there was a little deiicit in the 
lunchroom, in the Senate and over here in the House. ‘The news- 
papers played it up, that the Congressmen were eating at the expense 
of the general public, because they paid that little deficit. Well it 
just came about accidentally, it was disclosed accidentally the other 
day that in the 12 Federal Reserve banks, last vear, 1952, the delicit 
just for the cafeteria service was over a million dollars. Over a million 
dollars. With 20,000 employees, that averages about $50 per em- 
plovee, which was 45 percent of the cost of the service in this subsidy. 
Supposing something like that came out about the Congress. You 
would never hear the last of it. 

Senator Lucas. You would hear quite a little about it, | am sure. 

Mr. Parman. But the great Federal Reserve System, there seems to 
be something sacred about it. There must be something wrong with 
the fellow who mentions the Federal Reserve, because it is too sacred 
to say anything about. 

But that is just a little matter. 

Take the Board down here. There are things that we would prob- 
ably like to know. But we have no audit, and until those audits are 
made available to this committee, | think that the committee should 
be very careful about extending the Board’s powers, and I hope we 
will consider that in connection with any request for further authority, 
and more authority, for the Federal Reserve Board. 

I think the time has arrived when we had better take another look 
at this system and see what has happened to it. 

Senator Lucas. Mr. Chairman, if 1 may make one further state- 
ment—I don’t desire to detain the committee unduly—but some time 
ago a question was asked about the position of the administration upon 
this question. I refer the committee to page 1474 of the hearings 
before the Senate committee. There you will find Mr. Martin testify- 
ing as follows: 

The Board is not seeking authority to reinstitute at this time regulation of con- 
sumer credit or real estate credit. The Board feels that market forees will even- 


tually assert themselves to bring about readjustments provided they operate 
within the framework of proper fiscal and monetary policies. 
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And in defense of Mr. Martin, | think I should say this: He didn’t 
appear before the committee as representing the Board, with respect 
to the appeal that he made for permanent authority over consumer 
credit. That was his own personal opinion. I thought perhaps I 
should say that, in view of what Congressman Patman has said. 

Mr. Mr. Chairman. 

The CHarrman. Dr. Talle. 

Mr. Senator Lucas, I like vour statement. 

Senator Lucas. Thank you, sir. 

Mr. Tantte. You meationed vour 16 years of service in the Congress, 
and you remember the early afternoon of Sunday, December 7. The 
news came over the airwaves that disaster had occurred in Pearl 
Harbor. If my memory tells me correctly, we met at 10 o’clock the 
next morning, and it surely didn’t take us long to declare war, did it? 

Senator Lucas. I voted for it. 

Mr. Tauue. So did 1. So the Congress can act quickly. And you 
remember, as 1 do, many occasions when the Congress has acted 
quickly, when necessary. 

Senator Lucas. Many a time when we had a deadline, we acted 
pretty fast. 

Mr. Taurus. I remember one Saturday, when President Truman 
came before a joint session and he asked for what might be called a 
draft law of the railroad workers, because of the difficulty in trans- 
portation. We listened to the message, and within | hour the House 
of Representatives had agreed to his resolution. That was quick 
action. 

I may add that the gentlemen in the less numerous Chamber of the 
Congress were more deliberate and decided to wait until Monday. 
I think that was wise. But I mention those two situations to indicate 
that Congress can and does act quickly when necessary. 

You wouldn’t favor, and neither would I, that Congress should act 
quickly all the time, because we deal with matters that do require 
deliberation. 

But don’t you agree with me, that we can pass a freeze order just 
as quickly as we can pass a declaration of war? 

Senator Lucas. You certainly can, and I definitely feel, as a result 
of our previous experience in two wars, having gone through the 
legislation involving OPA in the last war and OPS in the Korean 
situation, that we could do that very thing, and it does seem to me, 
in view of world conditions being as serious as they are, and in view 
of the fact that nobody knows what the emergency might be, that it 
would be just a little better to wait until that emergency arises to 
ascertain what should be done at that moment, and if it is serious 
enough, the Congress can act expeditiously, and will do so, in my 
judgment. 

Mr. Taxus. It will do so in my judgment also, sir. Thank you. 

The CuarrMan. Are there further questions of Senator Lucas? If 
not, we are very grateful to you for coming up, Senator. 

Senator Lucas. I desire to express my thanks for the excellent 
attention that has been given me by this fine committee. It is always 
a pleasure to come back to the House of Representatives, because here 
is where I got my first start in legislative work. I want to say to 
you, Mr. Chairman and other members, that the schooling I had in 
the House of Representatives was the best preparatory course that 
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I could have had when J finally went to the Senate of the United 
States. 

The CuarrmMan. We are always glad to have you come back to the 
House. 

Senator Lucas. Thank you, sir. 

The Cuarrman. We have one more witness, Dr. Mueller, of the 
Department of Finance of DePaul University. 

It is satisfactory to Dr. Mueller to come back this afternoon so we 
will stand in recess until 2 0’clock. 

(Whereupon, at 12:10 p. m., the committee recessed to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., the Honorable Jesse P. 
Wolcott, chairman of the committee, presiding.) 

Present: Messrs. Wolcott (presiding), Talle, McDonough, Betts, 
D’Ewart, McVey, Hiestand, Stringfellow, and Brown. 

The CuarrMan. The committee will come to order. 

We will proceed with our hearings on S. 1081. 

We have with us Dr. Mueller, of the Department of Finance, 
DePaul University. 

Dr. Mueller, we are very glad to have vou appear before us this 
afternoon. You have a statement, | understand. 

You may proceed with your statement and we will probably want 
to ask you some questions later. 


STATEMENT OF F. H. MUELLER, DEPARTMENT OF FINANCE, 
DE PAUL UNIVERSITY 


Mr. Muvertiter. Mr. Chairman and members of the committee, 
may I| thank you for this opportunity to appear before you, and my 
apologies for discommoding you for this afternoon’s session if that ts 
necessary. 

May I say, first, that I am appearing here on behalf of no group. I 
have a prepared statement. 

I am impelled to come before this committee for 2 or 3 reasons: the 
first is I am opposed to S. 1081; secondly, I spent from late 1942 to 
perhaps early 1946, or thereabouts, as the price liaison officer in the 
Chicago Metropolitan District for the Office of Price Administration, 
and I have had considerable experience in retail-price control. 

Thirdly, I would like to touch on certain points that I feel might not 
be brought to your attention, and as is more particularly indicated in 
the memo which you now have before you. 

This is relatively long, and with your indulgence, I will proceed to 
read it. 

You will notice that I have divided this into the bill as a whole and 
into titles VI and VIII. 

As to the bill as a whole, I have certain objections some of them 
general and some specific. 

First, I would like to call your attention to the fact that the criteria 
for the imposition of the controls are too vague. The terms “emer- 
gency,” “to promote the national defense,” “the judgment of the 
President,’’ and so forth, provide no guidance to the President, nor 
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do they give any indication to the population as to probable imposi- 
tion of controls which might influence its judgments of the future. 

In the absence of criteria, action might become capricious and/or 
erratic. 

The powers contained in this bill have not been requested by the 
President. 

The imposition of such controls with such possible far-reaching 
consequences should not be an Executive decision, but should be the 
consequence of the deliberative process in Congress. Failure to ob- 
serve the distinction between deliberation and execution, which has 
arisen through the delegation of authority to the Chief Executive, has 
been in large measure responsible for a breakdown in the whole phil- 
osophy of checks and balances upon which our constitutional process 
rests. Rather than extend such evasion the wiser course would be 
to curtail it. 

There has been too much prostitution of the term ‘temporary’ in 
the last 20 vears. The bulk of the controls, both in this country and 
abroad, began as temporary controls. Since the term is relative, no 
one is able to define its duration, and history amply illustrates the 
fact that once bureaucracy attains controls, it is unwilling to loosen its 
grip readily. 

The problem treated by this bill are effects and not causes. Merely 
treating the symptoms will not eradicate the disease. Painting a 
jaundiced patient pink hardly gets at the origin of the difficulty. 

Since it is admitted by the bill (p. 8, line 23 et seq.) that there is no 
present need for any control, and since it is stated that controls are 
incompatible with the American free-enterprise system (p. 9, line 22), 
any case for temporary economic controls must be conjectural. By 
the same reasoning that deleterious consequences may occur in the 
specified economic segments, the same type of deviations might over- 
take any other social or economic area. 

It would appear incumbent, therefore, for the sponsors of this bill 
either to justify its limited application to the areas enumerated, or to 
come forward with the evidence as to why other and equally as 
important areas are not included. So far as I know, no such justi- 
fication has been advanced. Either everything should be under 
control unless specifically justified. 

1. (b) The aet states that the present state of affairs has required 
an-— 

expansion of productive facilities beyond the levels needed to meet the civilian 
demand (p. 9, lines 6-8). 


This is a doubtful conclusion, inasmuch as human appetites are in- 
satiable. But if it is true, it indicates that capital resources have been 
made available for particular use at the expense of society which had 
no opportunity to register its objection, and which could not have 
eventuated as a result of social evaluation. The consequence is a 
reduction in real income below what it could have been, and which 
cannot be recaptured in the future by the same group which was 
required to undergo the original cost. 

Again the act states that due to the ever-present Communist 
threat a resulting grave national emergency — 
may seriously jeopardize the American economie system unless proper safeguards 
exist for the imposition of certain economic controls * * * (p. 9, lines 11-12), 
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That such an eventuality could result in very disturbing economic 
(as well as social) dislocations is not refuted. 

What is objected to is the fact that controls or no controls, the 
cost would be the same. The difference between such an emergency 
with, or without, controls has to do with the incidence of the cost. 
The aggregate cost and dislocation will be the least burdensome when 
all of the factors of production are used in their optimum uses. Since 
the latter is a function of social evaluation, and since it is the fune- 
tion of controls to prevent such an eventuation, the implied beneficient 
results, which bave nowhere been justified, are a doubtful reed upon 
which to lean. 

Again the bill states that there shall be no control of general dis- 

tribution, unless among other circumstances— 
* * * such material cannot otherwise be met without creating a singifieant dis- 
location of the normal distribution of such material in the civilian market to 
such a degree as to create appreciable hardship. (P. 10, line 24; p. 11, lines 1-3.) 
The tendency for prices to change under the impact envisaged by 
this bill is the evidence of significant dislocation. If there were no 
significant dislocation anticipated then the case for controls would 
fall of its own weight. 

It is because such dislocation is anticipated which makes the bill 
at all defensible. It is certain that controls will not eradicate the 
dislocation nor will it influence their effects, it will merely conceal 
their evidence. 

Lastly, the bill provides that where excess materials are acquired, 
they “* * * shall be transferred to the national stockpile * * *.” 
(p. 12, line 5). This type of policy has a strong mereantilistie flavor, 
the basis for which it is presumed had long since been exploded. 

It can only be justified on the basis of fear and suspicion, rather 
than mutual trust and honor. 

I shall now turn to my specific objections to the bill, which are not 
political, Mr. Chairman, but economic. 

First, the function of price. More important than the technical 
objections raised above are the more deep-seated and less detectable 
consequences which flow from such controls. 

Price is the exchange ratio between two goods expressed in terms 
of money. 

This ratio, under the American free-enterprise system, is itself a 
function of the marginal utilities of the two goods as evaluated by the 
two parties to the exchange. The two parties themselves make the 
choice by reference to their own utility scales, no two of which are 
alike. What both will try to do in the long run, is to maximize their 
total utility in such a way that any other choice would have given 
them a total satisfaction of something less than they presently possess. 

Exchange ratios therefore, as determined by each of two individuals 
to an exchange, represent the means whereby total satisfactions are 
maximized. 

Nevertheless, exchange ratios are not static, rather they are in a 
continuous state of flux. 

This change is due to a variety of reasons, the more obvious being 
time, changes in present evaluation, changes in prospectivity, and 
so forth. The point is that these ratios change as a funtcion of 
individual voluntary choice, and that the exercise of this volition in 
changing the exchange ratio, also changes the price. 
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It is this change in price which plays a major role in our economy, 
since the ratio, voluntarily derived, measures the choice of individuals 
to the exchange in their attempts to maximize their satisfaction. 

It is from this change that entrepreneural undertakings are guided 
as to what to produce, and in what quantitites. 

It is by changes in exchange ratios that the economy finds an 
expression of individual choice, voluntarily arrived at, in terms of 
individual utility seales. 

It is only through the satisfactions derived from produced goods, 
induced by ratio changes, that optimum real income may be experi- 
enced. 

When the freedom of exchange ratio variations are impeded the 
attainment of optimum real income is not obtainable. 

The problems of price determination: While the exchange ratio 
between two goods is basic to an understanding of the pricing process, 
evaluation is no longer carried out in terms of direct exchange (except 
in such countries where currencies have collapsed), but rather exchange 
is carried on indirectly, through the use of money. Except for this 
device, the modern, highly specialized roundabout process of produc- 
tion would not be possible. 

Value is the capacity of a good (either concrete or abstract) to reduce 
a felt need to a state of quiescence. Since this is the only reason 
anvone desires to acquire a good, exchange ratios are therefore able to 
measure values, as well as changes i in value. 

Thus if good ‘A will exe hange for good B, the value of A is equivalent 
to B or vice versa. If the exchange ratio or price later changes to 
2A for 1B, then the price of B in terms of A has doubled, or the price 
of A in terms of B has been halved. But while the price of B in terms 
of A has doubled, the value of A in terms of B has been halved. The 
reverse is true with regard to the price of A in terms of B. That is to 
say prices of goods and the value of goods are reciprocally related. 

The same relationship exists between goods and money. As prices 
rise the value of goods in terms of money rises, or the value of money 
in terms of goods fall. As prices fall, the value of goods in terms of 
money declines, while the value of money in terms of goods rises. 

Now, the question is: How will the value of goods in terms of money 
and the value of money in terms of goods be equilibrated in order to 
provide society with a maximization of real income? 

All production requires the use of factors of production—land, labor, 
capital, and management. 

There is, however, no uniformity in the combination of these factors, 
nor are they used with the same efficiency by each entrepreneur in the 
same industry. The consequence is that with a given amount of each, 
a hierarchy of producers evolves from the most efficient to the least 
eflicient—that is from the lowest cost to the higher cost producers. 
At the same time, since the marginal utilities of goods are different 
for each individual a hierarchy of desires evolves, from the most urgent 
to the least urgent. That price, measured in terms of money, which 
represents the lowest marginal utility for the good and which also 
represent the cost of the least efficient producer, is the price for that 
product, in that amount, at that time, for all like units of that good. 
This represents that price at which the maximum social utility will be 
derived and reflects the voluntary decisions of individuals of society 
in their choice of exchanging values. It also reflects the willingness 
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of entrepreneurs to voluntarily assume risk for the benefit of society. 

It is this same process in all industries which determines price, and 

it is the relationship of the marginal utility of each good to all other 

goods which underlie the manner in which the scarce factors of produc- 
tion are allocated. 

If the value of a particular good should rise in terms of money, 
either a larger volume of goods would be forthcoming produced by 
the existing production units, or new competitive units would enter 
the production hierarchy. If the value of the good declines in terms 
of money, either all units would reduce their productivity, or the 
marginal producer would be forced out of production. 

It is in this manner that the economy is kept in equilibrium in order 
to provide the greatest social good, and it is through the pricing 
mechanism (exchange ratios expressed in terms of money) that contin- 
ual readjustments in productivity are accomplished, In short, the 
socially most desirable consequence of our production depends upon 
price flexibility. 

4. Explicit and implicit prices: Value, as represented by the price, 
may be explicit or implicit. Explicit value is represented by the 
price of a good expressed in money. Implicit value, however, from 
which the explicit price is derived is the real cost imposed upon an 
individual as a consequence of self-provision of the good, or the real 
cost imposed upon another through the market process. 

In equilibrium, and barring impediments explicit and implicit values 
measured by the same good at the same time will tend to be equal. 
Explicit prices may readily be controlled, but not so with regard to 
implicit. price. 

Let us suppose that the marginal producer of a refrigerator, the 
average life of which is 10 vears, has established a competitive price 
of $250, which price measures its value to the marginal buyer. 

Suppose, that for any reason, the value of the refrigerator in terms 
of money increases, and therefore, the price tends to rise. 

This would be evidence of a changed marginal significance which 
would normally eventuate in the increased production of refrigerators. 
To further complicate the problem presume the explicit price of $250 
is to be “stabilized”’ by controls. What would be the consequence? 

First, as many boxes as society has judged it needs will not be 
forthcoming. Someone must go without. 

Secondly, if the fall in the value of the dollar is general manufac- 
turers of uncontrolled items, whose prices have risen, will be able to 
bid the mobile factors, labor and management, away from the industry. 

Thirdly, the latter if it is to continue to stay in production, must of 
necessity raise its rewards to the factors which threaten to move. 

Fourthly, such an eventuality will increase the costs of the industry 
and threaten to drive the marginal producer out of the production of 
refrigerators into a more lucrative field. 

Fifthly, if this is not possible, which it never is immediately, the 
marginal manufacturer, followed in time by all others, must reduce 
his costs by the use of inferior material to price his product within the 
“ceiling.” 

Now suppose a man earning $125 a week, consulting his hierarchy 
of needs, decides that the real cost of the refrigerator, which is 2 weeks’ 
labor, is just sufficient to exchange for a value in the form of a re- 
frigerator which he presumes will last for 10 years, which induces its 
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acquisition. Because of the undetectable deterioration, however, the 
unit lasts only 5 years. 

The consequence is that while the explicit price was stable, the implicit 
price has doubled, and for a 10-year refrigerator, the buyer would be 
required to give 4 weeks’ labor. The consequence is, therefore, that 
he, and every other comparable case, has been thwarted in his at- 
tempt to maximize his real income, and the ability of society to de- 
termine the maximization of its real income has been made an 
impossibility. 

The tragedy is that such increased costs, due to qualitative deterio- 
ration, is unobservable to the uninitiated, and the consequences do 
not become patent except after the lapse of considerable time. Ex- 
plicit prices may readily be controlled, but implicit prices take their 
inexorable toll. 

Maldistribution of factors: The production system requires the 
combined use of the factors of production, land, labor, management 
and capital, in all of its many ramifications. These factors are scarce, 
relative to the need for their functions. 

Since there are insufficient factors to produce sufficient goods to 
satisfy human wants completely, the factors should be directed to 
those uses representing the highest evaluation of society. 

It is through price change that the facts are directed and redirected, 
in order to conferm to social evaluation. 

Where particular explicit prices are held immobile, two consequences 
emerge. 

First, factors which might otherwise have been directed to the 
production of goods, whose prices are being administered, will be 
direeted to alternative uses. Secondly, such factors as are engaged in 
a particular employment at the time of the imposition of controls, 
will as quickly as possible be directed to other uses. The consequence 
will be that “shortages” will develop in the controlled item, which is 
one of the consequences that the control was instituted to avoid. The 
consequence is that real national income is reduced below its optimum 
level. 

The source of the problem: The real source of the problem which 
it is conceived by some may be solved by “controls,” lies in our 
monetary and fiscal policies of the past 20 years. 

The monetary and banking structures are devices which have neces- 
sarily evolved in order to provide an indirect means for the exchange 
of current goods for current goods, as well as current goods for future 
goods. This exchange media, loosely termed money, adds nothing 
substantive to the productive process (except insofar as an easier 
exchange process may augment productivity), and possesses only a 
derived value. In a state of equilibrium, therefore, the aggregate 
“cash balanee”’ of society will be such that the marginal significance 
of the money balance is just equal to the marginal value of the goods 
foregone, which is measured by price. 

Iti is generally conceded that money w ill command goods in exchange. 
What is generally overlooked, however, is that roods also command 
money in exchange. That is exchange is a reciprocal process. 

In equilibrium, therefore, holders of money will not be induced to 
spend more for goods unless the latter have a marginal significance 
greater than the ‘marginal significance of money. That i is, prices must 
fall 
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Conversely, producers will not produce more unless the marginal 
significance of money exceeds the marginal significance of goods. 
That is, prices must rise. 

At this point of equilibrium, prices will tend to cluster. and indivi- 
duals will contribute value to the real social income stream and with- 
draw an equivalent value in goods of their choice, this possibility 
being permitted by the svstem of exchange. 

Thus standards of living are a direct consequence of our productivity. 

Now this equilibrium may be disturbed by a number of factors, 
only one of which interests us here. As the Government requisitions 
taxes, an equivalent cost to the taxpayer in terms of real goods is 
transferred as income to the Government, without appreciable dis- 
turbance to prices. This is also true where Government borrowing 
operations are accomplished by borrowing from nonexpansionist 
sources. 

When, however, the Government borrows from expansionist sources 
(the central bank and the commercial banking system) a net addition 
to the means of payment occurs and price equilibrium is disturbed. 
Under such circumstances, the withdrawal by the Government of real 
income without a replacement of like values, changes the price level 
at wh‘ch there is equilibrium between money balances and real income. 
The result will be, especially when carried on for an extended period 
as has been true in this country, that a higher price level will eventu- 
ate. Now this isa painless process to the Government for two reasons: 
First, the Government experiences no real cost in this process; and, 
secondly, because of its sovereignty it is able to adjust its revenues 
to its expenditures. Of no other real or fictitious person is this true. 

Whether designed or not, the consequences are far reaching. So 
far as our own policy is concerned this has meant stuffing the central 
bank with 24 billions of bonds, and the commercial banks with some 
60 billions. While this is not the only reason, it is a major reason for 
the unprecedented rise in prices, or fall in the value of the dollar. 

It has permitted the Government to extract through price rises a 
quantum of values it was unwilling to tax away. In order to carry 
this policy out it was necessary to pervert the function of the central 
bank, and has brought despair and disillusionment to millions of 
individuals, pensioners, annuitants, endowed institutions, and so 
forth. 

These injustices are irreparable and are to a large extent a measure 
of unethical and immoral conduct on the part of previous Congresses. 

This is the heart of the problem of a continuing depreciation of the 
dollar. 

“Controls’’ may temporarily slow the process of adjustment, but 
they cannot keep it from occurring. 

It is Congress which needs the control in the form of fiscal self- 
discipline and not prices which only reflect the policies of the former. 

7. Rigidities and the business cycle: There is continuous readjust- 
ment in the economy reflecting, through the pricing system, the need 
for a realinement of the factors of production. When the factors are 
free to change their employment, such shifts are gradual and con- 
tinuous and their impact is minimized. When, however, the factors 
are not free to change, such rigidities tend to postpone readjustments 
until such time as the shift becomes discontinuous, and the impact 
rather than being distributed over time and successively among the 
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various industries, must be borne by all industries at the same time. 
This leaves in its wake grave exchange problems and grave inequities. 

Some of these rigidities are real, others are artificial. Among the 
former may be mentioned unadministered interest rates, the residual 
v due of fixed capital goods, working capital already committed to the 
industrial process, and so forth. But there are also artificial rigidities 
such as farm ‘“‘parity’’ prices, administered wage rates together with 
“escalator clauses,’ “pegged”? Government bond prices, and so forth. 
Now the freedom of factor mobility will, in the long run, be more 
conducive to optimum utilization than when they are fettered, for 
the reason that in the whole economy the hierarchy of individual 
marginal evaluations— the market—are the independent variables. 

It is then up to entrepreneurs through the productive process, to 
adjust the latter to the market—not vice versa. The fewer therefore 
the impediments to readjustment, that is the fewer the rigidities in 
the economic structure, the smoother and more continuous will the 
readjustment and transitions become. 

Now the control of prices is just another rigidity, preventing re- 
adjustments in the economy as the need is exhibited, and postponing 
the inevitable readjustment to a future time. Unfortunately, the 
economy must bear the impact of all accumulated artificial rigidities 
together with the real rigidities at one time with unfortunate economic 
as well as social burdens. In short, one of the most complicating 
factors of the business cycle is real rigidities which we cannot evade. 
Is it wise to add to a burden which is already too heavy? 

In summary, so far as the writer can see there is no present need for 
S. 1081; any future need is admitted by the bill itself to be purely 
conjectural; the President has not requested any such legislation 
and the determination of its effective date is an unwarranted delega- 
tion of authority. 

The function of prices is to bring about the dispersion of the factors 
of production for the attainment of optimum real income. 5. 1081 
is in direct derogation of such function, and rather than permit prices 
to determine resource allocation it attempts to impose resource 
allocation by price determination. 

This brings about a maldistribution of the factors and imposes new 
rigidities to the already complicated cycle problem. Furthermore, in 
the long run, no matter how ‘stable’ the explicit price is, the implicit 
price will rise in spite of such controls. 

It is the function of prices to distribute the scarce productive 
resources, not the Government. The principal excuse for the latter 
to attempt such an impossible undertaking is due to the flagrant 
financial abuse of previous Congresses. 

Equity would appear to disallow the correction of one abuse by the 
commitment of another. Just as long as the monetary and financial 
machinery is abused, just so long will we be faced with price problems. 
It is hardly equitable however to blame the price system. 

The proposal to reintroduce regulations W and X is a means to 
administer the price of such advances through resort in imposing 
terms different than would eventuate in the market. Wages are the 
price of labor and rents the price of living accommodations. All such 
prices, therefore, fall within the purview of our previous criticisms. In 
view of these criticisms it would appear the better part of wisdom to 
report 5. 1081 to the House unfavorably. 
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The Cuatrman. Thank vou, Mr. Mueller. 

Are there questions of Dr. Mueller? 

Dr. Mueller, you have made a very fine statement. On page 8, at 
the bottom of the page, you say ‘Thus standards of living are a direct 
consequence of our productivity.” 

Having in mind the bill S. 1081 to provide for a 90-day freeze at 
sometime in the nebulous future, do you care to comment upon what 
effect the existence of such standby authority might have upon plan- 
planning for production, and whether it would be a deterrent or ad- 
vantage in our production effort? 

Mr. Muvrnier. My own conclusion would be, Mr. Chairman, that 
this would be strictly disadvantageous. I say it would be disadvan- 
tageous for several reasons. 

First, with a standby control of this kind, industry is alerted to the 
fact that its prices may be frozen at some future! level which level, 
they do not know. 

The consequence is that we might run into the same thing that we 
ran into in World War II, wher goods were specifically withheld from 
the market in order to bring about a favorable increase in price so that 
they would be frozen at this higher price. 

| have no reason to suppose that our experience under even a 90- 
day freeze would be any different than it was in World War IT, at 
which time goods that were presumably available were simply not 
made available in many cases, because they hoped to force an increase 
in the price. 

Now if industry knows that this is on the books, that it might be 
imposed at any time, it could well be that they would duplicate the 
situation which we ran into in World War II, that it might as a matter 
of fact be an encouragement to an increase in the price level which is 
the very thing we are attempting to restrain. 

I do not know if that answers your question, sir. 

The CuarrmMan. Yes, I have personally been concerned about the 
psychological factor of the existence of a possibility of invoking these 
controls upon our production at a time when we might need increased 
production more. I think you have answered it very nicely. 

Are there further questions of Dr. Mueller? 

If not, we are very grateful to you, D. Mueller for coming here 
to give us this splended testimony. It has been very helpful to us, 
and I personally wish there might have been more members of the 
committee here to hear it, but 1 assure vou that when they find out 
what your paper is about they will read it with a great deal of interest. 

Mr. Mveurter. Thank vou for you courtesy, sir. 

The CHarrman. Thank vou. 

Tomorrow morning we will hear from various Members of Congress, 

There are also several letters which have come in from various 
individuals, which they have requested be made a part of the record. 
Without objection, such letters will be made a part of the record. 

(The information referred to follows:) 

THe AMERICAN BANKERS ASSOCIATION, 
Washington 5, D. C., May 26, 1953. 
Hon, Jesse P. Woxcort, 


Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


Dear Mr. Wotcort: It is my understanding that your committee is giving 
consideration to 8. 1081 passed by the Senate which, in effect, extends certain 
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provisions of the Defense Production Act of 1950, as amended. On behalf of the 
American Bankers Association, I would like to state our position on two provisions 
of that bill. 

The association is in favor of the continuance of section 301 of the Defense 
Production Act of 1950, as amended, with the additional amendments relating 
thereto contained in 8. 1081. This particular section of the Defense Production 
Act of 1950, as amended, authorizes the existing V-loan program, which makes 
available through private financing institutions adequate funds needed by prime 
contractors and subcontractors, both large and small, in order to finance the 
performance of Government procurement contracts. 

The V-loan program is important to the national defense procurement program. 
In view of the conditions existing today, further continuance of this program 
seems fully warranted. Its worth was fully demonstrated both during World 
War II and during the present period of building up the national defense. It 
should be continued in effect as a vital part of the national defense procurement 
program, 

The amendments referred to, we believe, are necessary as they more sharply 
define the authority of the designated Government agencies to guarantee loans 
made by financing institutions to contractors between the termination date of a 
contract and the final settlement date thereof. 

For example, suppose a Covernment ageney terminates a contract held by a 
small manufacturer, Between the date of termination and the dav on which 
final settlement is made by such Government agenev the small manufacturer 
will want to resume his manufacturing operations and will need working capital 
to do so. At that time all or a good share of bis working capital is frozen in 
material and labor relating to the terminated contract. The small manufacturer 
therefore is handicapped in his efforts to convert to the production of civilian 
goods or to accept another Government contract. It was for this reason that 
Congress during World War II provided for a form of interim financing in the 
Contract Settlement Act of 1944. 

The suggested amendments would clearly authorize the financing during the 
period between the termination of a Government contract and the final settle- 
ment thereon. 

The association is not in favor of the continuance of the Small Defense Plants 
Administration provided for in section 714 of the Defense Production Act of 
1950, as amended. We urge that this ageney be permitted to expire at the close 
of June 30, 1953, and not be continued for 2 more years, as provided for in 3. 
1081. This recommendation is made in the interest of economy and a savings 
to taxpayers. 

It is believed that the funetions of this agency can be handled satisfactorily by 
various other permanent agencies of the Government and with proper protection 
of the best interests of small business. Some functions formerly were success- 
fully carried on by these permanent agencies. These functions should be 
restored to them, perhaps with a sharper clarification of the authority and res- 
ponsibilities. The resulting transfer of functions, it is felt, would terminate 
certain duplication and overlapping of some services already performed by these 
other agencies and would eliminate the expense of maintaining still another gov- 
ernmental organization both in Washington and in the field to administer these 
functions. 

We urge, therefore, the favorable consideration of the discontinuance and the 
liquidation as soon as possible of the Small Defense Plants Administration and 
the transfer of its functions to appropriate permanent agencies. 

Yours sincerely, 
J. O. Brorr, General Counsel. 


AMERICAN FarM BuREAU FEDERATION, 
Washington 1, D. C., May 29, 1958. 
Hon. Jesse P. 
Chairman, House Banking and Currency Committee, 
Washington 25, D.C. 

Dear CONGRESSMAN Wotcorr: This letter is to request that vou place the 
attached statement presented by Allan B. Kline, president, in behalf of the Amer- 
ican Farm Bureau Federation in the record of the hearings of the House Banking 
and Currency Committee with regard to 8. 1081, known as the proposed Defense 
Production and Temporary Controls Act of 1953. 

The American Farm Bureau has long standing and well defined policy in 
opposition to the fraud of price and wage controls. Such direct controls divert 
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the public’s attention from the important economic jobs to be done under the 
conditions when direet controls are too often applied, namely that of increasing 
production and of balancing the supply of goods and the supply of money. Price 
and wage controls at best only treat the svmptoms. ‘They do not come to grips 
with the real problem. 

If we were to get into an emergency situation such as that for which title 8 of 
the proposed bill allegedly is designed, authority to ration goods would be far 
more important than authority to politically fix prices. 

It is our firm belief that the Congress can better decide how to deal with so- 
‘alled emergency situations when and if they arise rather than by deciding now 
what should be done, or by deciding now to delegate such far-reaching power to 
the executive branch of Government. 

Sincerely vours. 
Rocer Secretary- Treasurer 


STATEMENT OF ALLAN B. Kuint, PRESIDENT OF THE AMERICAN Farm Bureau 
FEDERATION 


Mr. Chairman and members of the committee, the American Farm Bureau 
Federation is a voluntary general farm organization composed of 1,492,282 
families in 47 States and Puerto Rico. 

Our policies are developed through discussion and debate in loeal, county, and 
State farm-burcau meetings. They are considered by a national resolutions 
committee on which every State farm bureeu is represented. Finally, thev ar 
considered, amended, aud adopted by the elected voting delegates to an official 
annual meeting of the American Varin Bureau Federation. My statement today 
is based on a resolution entitled ‘“‘National Economic Policies’ which was devel- 
oped by this process. This resolution is a carcfully considered statemeat which 
has been evolved out of extensive studies dating back to our experiences during 
World War II. \ COP N is attached to ihe statement for vour information 

The attached resolution, together with our resolutions on the Federal budget 
and taxes, outline in detail the economic policies which we believe necessary to 
achieve a reasonably stable price level—that is, a situation in which we avoid 
disruptively sharp rises or falls in the general average of all prices. 

Under present conditions, this is an extraordinarily difficult job. \lone with 
many other countries, the United States has been going through an inflationary 
period of extended duration. Such a period creates many serious imbalances 
and dislocations. These, in turn, make an economy vulnerable to deflation. 

Some evidences of deflation are now at hand, particularly in avriculture. At the 
same time, with our huge national debi and with the Federal budget unbalanced, 
we have no basis for assuming that the danger of inflation has passed. To the 
contrary, we now face the possibility that fears of deflation may bring about the 
adoption of policies which will lead to further inflation. In the long run this 
would be disastrous, for inflation destrovs the value of money, eliminates the 
middle class, and forces the adoption of political controls over the individual 
which are entirely inconsistent with the American way of life. 

A severe deflation, likewise, would be ‘disastrous to many groups, including 
farmers, and it also would tend to force the adoption of far-reaching controls over 
the individual. Our goal must be to avoid both inflation and deflation. It is in 
this setting that I want to discuss the question of standby price and wage controls. 

As the members of this committee know, we opposed the inclusion of price- and 
wage-control provisions in the Defense Production Aet of 1950 and have con- 
sistently fought for the earlisest possible termination of these controls. 

Our position has been, and is, that price and wage controls are basically unsound. 
We oppose the enactment of standby authority for this type of interference by 
Government with the functioning of our economie system. 

Since there still seem to be some people who sincerely, but incorrectly, believe 
that price and wage controls can contribute to the control of inflation, we feel 
obliged to restate a few fundamental facts. 

The strength of the United States lies in the productive ability of the American 
people. Our ability to outproduce the rest of the world is a natural and direct 
result of our American system of individual initiative and a reward based on 
service rendered. We can outproduce those countries which suppress individual! 
freedom, but it is doubtful that we ever could ‘‘outcontrol” them. The logical 
thing for us to do is to build on the techniques that have made it possible for the 
United States, with 6 percent of the world’s people and 7 percent of the earth's 
land area, to produce one-half of the world’s steel and one-third of the world’s 
neat 
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This means we must seek to minimize Government interference with the things 
that have made our economic system the most productive in the world. Carried 
to their logical conclusion, price and wage controls, rationing, subsidies, and the 
other devices that inevitably are proposed to mitigate the effects of these con- 
trols would mean the complete abandonment of our present economic system. 
We can do better than that. 4 = 

The basic causes of our inflation problem lie in (1) the fact that in World War 
II and again in the present defense program we have found it necessary to divert 
substantial parts of our resources from production for consumption to production 
for defense, and (2) the fiscal and monetary policies which we have been follow- 
ing. We created infiation during World War II when we threw our resources 
into the war effort, unbalanced the Federal budget, and paid a considerable part 
of the bill by selling bonds to the banking system, a process which not only adds 
to the money supply as directly as if new money were printed but also provides 
a basis for the expansion of credit, since banks can obtain reserves by shifting 
bonds to the Federal Reserve System, While the fighting lasted, the inflation 
of our money supply was partially concealed by price controls, rationing, the 
unavailability of goods, and increased savings. After the war, controls were 
removed and we went back to a free-choice system. It proved to be productive. 
Of course, prices rose as people began to use the dollars that had been added to 
the money supply by the inflationary policies of the war period, but the alterna- 
tive would have been a continuation of controls which would have hampered 
production and prevented the operation of a free-choice system. 

The price- and wage-control provisions of the Defense Production Act of 1950 
were written into law in a period of uncertainty, near hysteria, and scare buying 
which followed the outbreak of the Korean conflict. 

The inflationary rise in the general price level which followed Korea was 
almost entirely the result of two factors, one of which was aggravated by the 
enactment of legislative authority for price and wage controls. These factors 
were: 

1. Inflation psychology.—This developed as a result of statements, irresponsible 
and otherwise, from Washington and elsewhere on the magnitude and ultimate 
cost of the defense program, doubts that taxes would be raised sufficiently to 
pay the bill, controversy over the need for price and wage controls which sug- 
gested that prices were going to “run away,” and the rumors which preceded the 
actual imposition of controls. Quite reasonably, many people became convinced 
that money was going to be cheap and goods searce; so they rushed out to get 
things done while they could. New wage contracts were negotiated, because 
employees wanted to improve their position before the “wage freeze’ and employ- 
ers wanted to strengthen their ability to hold workers in the event a manpower 
shortage developed. Stocks of goods were built up all the way from the manu- 
facturer to the consumer as a protection against hoarding and expected scarcities. 

2. Cheap-money policies—We not only stimulated the buying of all kinds of 
goods; we also followed monetary policies which made it certain that the banks 
would be able to meet the resulting increase in the demand for bank credit. 
As a result of the Treasury’s insistence that interest rates be kept low to keep 
down the cost of carrying the Government debt, the Federal Reserve System 
increased its holdings of Government securities about $2.4 billion between June 
1950 and the end of the year. This increased bank reserves and made it possible 
for the banks to increase their loans and deposits, with the result that the supply 
of money went up about $7.4 billion in the last half of 1950. 

We stimulated demand by causing people to think that money was going to get 
cheap; then we increased the supply of money. Is it surprising that prices went 
up? 

The inflation, which had already taken place before price ceilings were instituted, 
confusion as to the cause of this inflation, and the fact that many prices eventually 
fell below OPS ceilings apparently has caused some people to conclude that price 
and wage controls helped to curb the post-Korea inflation. This conclusion is 
erroneous. We have achieved a lull in inflationary pressures in spite of these 
controls, and not because of them. The important factors which have brought 
about the present reduction in inflationary pressures are a phenomenal output of 
goods and services; a realization on the part of the people that shortages were not 
as imminent as had been expected; increased taxes (which led to a substantial 
surplus in the cash-consolidated Federal budget for fiseal 1951 and a small cash 
surplus in fiseal 1952); increased personal savings; and last, but not least, the 
general tightening of money and credit which followed when the Federal Reserve 
System stopped “pegging”? the Government bond market in the spring of 1951. 
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Price and wage controls are not a eure for inflation. They are a smokescreen 
which actually makes the job of controlling inflation more difficult: (1) by con- 
cealing from the people the fact that inflation is destroving the purchasing power 
of their money; (2) by interfering with production; and (3) by diverting attention 
from the things that must be done if we really want to control inflation. We have 
all heard it said that ‘“‘we must be strong and control prices and wages,” but this 
is not what a strong government does. <A strong government keeps money good 
by balancing its budget and paying its bills. A resort to controls to conceal the 
fact that inflation is destroying the value of money is a sign of weakness and not 
strength. 

The evils of price and wage controls are many and inescapable. Reduced 
production, less efficient processing and distribution, poorer quality products, 
black markets, rationing, proposals for subsidies in lieu of prices and expanded 
controls of every sort, are natural consequences. 

If there ever was any doubt as to the difficulties which enevitably result from 
a politically controlled economy as against an economy based on our traditional 
coneepts, the coal and steel controversies of last year should prove that these 
difficulties are both real and serious. It should also be clear by now that Gov- 
ernment efforts to take over responsibility for private arrangements such as prices, 
wages, and working conditions have far-reaching implications with regard to the 
private ownership of property. The steel seizure is a case in point. While this 
particular seizure was voided on constitutional grounds, it helped to make clear 
the fact that in the long run, price and wage controls tend to force the Govern- 
ment to take over private property in order to enforce its dictates. 

By creating confusion, disrupting normal business procedures and relationships, 
ceiling regulations make the job of getting production vastly more difficult. 
Each new order inevitably creates new problems and thereby forces the develop- 
ment of further regulations and still further problems. Hach step down this road 
increases political controls over the ecconomie actions of the individual and brings 
us closer to the complete regimentation of our entire economy, 

It has been estimated that there are 9 million different prices in our economy. 
It is an obvious impossibility for any group of men to fix 9 million different prices 
and keep them in a prop®r relationship to each other. Even if the administrators 
were smart enough to determine proper relationships between so many prices, 
they couldn’t change their regulations fast enough to keep up with changing 
economic conditions, 

Long continued, price controls lead to a breakdown of respect for the law and a 
consequent breakdown in publie morality. Price controls create an opportunity 
for the unscrupulous to make money by violating price-ceiling regulations with 
only a slight possibility of getting caught. They establish a premium for dis- 
honesty and violation of law. They create evnicism with respect to law. An 
economic base for the support of a new criminal group in our population is created. 
The disrespect for law created by price controls and related measures inevitably 
causes a deterioration of the moral stamina of all citizens. 

Black markets and maldistribution are an inevitable consequence of price 
controls. In the case of meat, this can mean the loss of valuable byproducts, 
including raw materials for leather and lifesaving medicines. Also in the case 
of meat, controls can result in health hazards due to the fact that black-market 
operators may follow unsanitary practices in uninspected operations, 

It is totally unrealistic to discuss price control without pointing out that any 
successful effort to depress prices below the free market level will inevitably lead 
to shortages, and rationing. Whenever we decide not to use prices to distribute 
goods, some sort of rationing is inevitable. We must either ration by Government 
regulation, by voluntary action of sellers, or bv a mad scramble in which each cus- 
tomer tries to get there first. The facet that OPS did not find it necessary to 
institute consumer rationing is definite evidence that price controls have had 
very little effect on consumer prices. In the few cases, for example, soybean 
meal, where OPS regulations did foree prices substantially below their natural 
level, severe artificial shortages and dislocations appeared. The difficulties which 
many packers—particularly some ot the lower-cost operators—had in obtaining 
cattle while beef prices were pressing against the ceilings are a dramatic illustration 
of the disruptive effects price controls cause when they actually force prices below 
their natural level. Experience with slaughter quotas, which were advocated 
by some as a cure for the disruptions caused by price controls, demonstrated that 
such controls only create further disruptions. 

Not the least of our objections to price and wage controls arises out of the 
difficulty of getting rid of them. The controllers always seem to want to hang on 
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to their authority long after the conditions which provided an excuse for bringing 
such controls into existence have passed into history. A recent example is the 
reluctance of OPS to remove price controls from beef even after it became clear 
that the cattle industry was experiencing a serious deflation. Here it may be 
noted that price ceilings seem to have been one of the factors that delayed the 
decline of retail prices when live cattle and wholesale beef prices fell. 

Controls waste manpower— our searcest resource—not only in the Government 
where millions of man-hours must be spent on the unproductive job of writing 
regulations and the impossible job of enforcing them, but at every level of industry 
where people subject to regulations must try to interpret and comply with them, 

In time, price controls lead to subsidies, because special incentives become 
necessary to get needed production. Subsidies increase Government costs in & 
period when the Federal budget is already inflated. They conceal the true cost 
of an item and give the public an unrealisiie idea of its worth. Costs become 
fixed at one level and prices at another and relatively lower level, with the result 
that it becomes very difficult to go back to a free market. Subsidies aggravate 
inflation by increasing the Government deficit if the Government is not balancing 
the budget and by increasing the purchasing power available to the public for the 
purchase of other items. 

Those who sincerely believe that price and wage controls do some good—even 
if they don’t work very well—will, of course, argue that we are overstating the 
ease. We cannot agree. 

Experience with OPA and more recently with OPS produced concrete evidence 
of all of the difficulties and undesirable trends that we have cited. That we have 
not experienced far greater difficulties under OPS merely reflects the fact, that 
with a few exceptions, OPS actually has been able to have very little effeet on 
prices and wages. Real difficulties have arisen wherever the control program 
succeeded in exercising any real effect on prices for any substantial period of time. 

The continuation of price and wage controls on a standby basis is undesirable 
for a number of reasons ineluding the following: 

(1) Since controls of this type are basically unsound, and harmful to a free- 
enterprise economy, we ought to get rid of them while we can, and concentrate 
our efforts on policies that can make a real contribution to economie stability. 

(2) It is impossible to write a satisfactory standby law, when we cannot possibly 
anticipate the economic conditions under which such a law might be ealled into 
operation. The idea that a small staff, operating under standby authority, could 
work with advisory committees and keep a set of regulations up to date for instant 
use is not well founded. 

Economie conditions change so rapidly that it is impossible to determine in 
advance the type of regulations we would want to impose if we should ever again 
attempt to control prices and wages. 

It would be impossible, not to say fruitless, to get industry or farm groups to 
cooperate in the development of ceiling regulations, in periods of price deflation 
such as the cattle industry is now going through. In periods of rising prices, the 
existence of standby-control authority would encourage evervone who could, to 
jack up his prices and margins as high as possible in order to get ready for a 
possible freeze. This, of course, would be inconsistent with the achievement of 
economic stability. 

The task of maintaining standby regulations also would be made difficult by the 
almost certain difficulty of getting well qualified people to take jobs in a standby 
agency. 

As a matter of fact, itseems to us that the impossibility of maintaining standby 
regulations is recognized by the section in 8. 753, which provides that a “freeze” 
shall be imposed whenever controls are invoked, and then allows 3 to 6 months for 
the development of adjustments 

(3) The maintenance of a price- and wage-control staff on a standby basis, 
inevitably would mean continued use of Government facilities to propagandize 
the people on the alleged need for such controls. The OPS, for example, wrote 
me under date of February 13, 1953, and advised that they were sending us, 
without cost, and without our having requested such material, 25 copies of 1 
document and 150 copies of another for further distribution. The basic docu- 
ment, which is entitled “The People Versus Inflation’? contained an overall 
statement of the case, which is about what one would expect from the Office of 
Price Stabilization. They do, of course, have considerable confidence in direct 
price and wage controls. It is worthy of note that their treatment of credit and 
investment controls indicates a complete lack of understanding of what can be 
done with indirect controls over credit. There is no suggestion whatever as to 
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the impact which the support of bond prices had on the eredit expansion which 
followed Korea. Certainly, if we are going to do a real job of helping people 
understand the inflation problem this area ought to be covered. 

Most of this statement has been devoted to price and wage controls because 
we feel that these controls are the most objectionable feature of the present 
Defense Production Act. 

We supported certain other features of the original Defense Production Act. 
It is our present recommendation, however, that any further extension of this 
act be confined to a limited extension of the priority and allocation authority 
“for use only (1) in the event of an emergeney declared by the Congress, or 
(2) with respect to specific commodities which may be found by Congress to be 
in actual or prospective short supply.” 


AMERICAN Bureau FeperRation 1953 ADOPTED BY THE OFFICIAL 
VoTiInc DELEGATES OF THE MEMBER STATE ORGANIZATIONS AT THE 347TH 
ANNUAL CONVENTION 


NATIONAL ECONOMIC POLICLES 
Price level stability 

Along with many other countries, the United States has been going through a 
prolonged period of inflation that began with the Second World War. Such 
a period creates imbalances and dislocations which add to the instability of our 
economy. If we fail to follow sound policies now, there is danger that this situa- 
tion will end in a runaway inflation or a serious depression. Deflation is ruinous 
to farmers. Either eventuality could be disastrous, not only for our economic 
well-being, but also for individual freedom. Either would weaken our ability 
to defend ourselves against outside aggression and, at the same time, lead to a 
vast expansion of Government controls over individual actions here at home. 

We urge that the American Farm Bureau Federation board of directors give 
continued and intensive attention to the problem of perfecting and effectuating 
the policies which we have developed over the vears to bring about a more stable 
general price level. 

We reaffirm and reemphasize our previous recommendations for the adoption 
of a sound anti-inflation program. The fundamental points of this program are 
as follows: 

1. Most important of all, we must balance the Federal budget and keep it 
balanced unless a serious threat of deflation develops. This means that we must 
maintain a tax program adequaie to cover Federal spending. But we also 
must bring Government expenditures under control so as to get a bill that we 
‘an pay. 

Overall Federal expenditures must be reduced. All such expenditures should 
be curtailed to the minimum necessary in the national interest in order to achieve 
economy and efficieney throughout the Government. 

We are confident that this can be done without impairing the national interest 
Indeed, sound fiscal policies will greatly add to our national strength. 

No government expenditure should be exempt from scrutiny by both Congress 
and the Administration to determine whether it can be reduced or eliminated 
without impairing an essential government function. With military expendi- 
tures constituting the major part of the Federal budget, it is urgent that every 
effort be made to get the most out of the money appropriated for defense. 

Costly new programs should be deferred except where immediate action is 
essential for the national defense. A period of high employment and scarcities 
of many essential materials is not the time to add new services or construct works 
which can be deferred. 

2. We must meet increased demand with increased production wherever pos- 
sible by increasing efficiency, enhancing the opportunity of individuals to be 
productive, and avoiding work stoppages. 

3. We must follow sound policies in the field of money and credit. The policies 
followed by the Federal Reserve System are of major importance in this field. 
and should be directed toward the objective of creating a more stable price level. 

Federal Reserve purchases of Government securities provide the basis for 
credit expansion by creating bank reserves. We insist that the Federal Reserve 
Svstem, operating through the regularly set up open-market committee, dis- 
charge its statutory responsibilities by relating its purchases and sales of Govern- 
ment securities to the Nation’s need for money and credit instead of ‘‘pegging”’ 
the market to hold down the interest cost of the national debt. 
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The independent status of the Federal Reserve Board must be maintained 

The policies of Government agencies which make or guarantee loans must be 
coordinated with overall credit policies. 

4. We must have a sound management of the national debt. Government 
borrowing from banks creates new money, while borrowing from nonbank in- 
vestors does not. It is therefore important that we continue to stress the sale 
of Government bonds to individuals and other nonbank investors and take steps 
to prevent a further shift of nonbank-held Federal debt to the banking system. 

5. We must encourage increased private saving, particularly if increasing 
defense production reduces the supply of goods available to consumers. 

The establishment of confidence that inflation is going to be curbed is a pre- 
requisite to a successful voluntary savings program, Citizens want assurance 
that the value of their savings in cash, bank accounts, Government bonds, or 
insurance is not going to be further impaired by inflation. 

All of the above points are important to a sound anti-inflation program. Each 
supplements the other and makes its own contribution to a coordinated program. 

Price and wage controls have no place in this coordinated attack on the inflation 
problem. As a matter of fact, price and wage controls impede the control of 
inflation by diverting attention from the fundamental requirements of a sound 
program. By wasting manpower, creating confusion, and disrupting business 
procedures and relationships, ceilings make the job of getting necessary production 
vastly more difficult. 

We will continue to exert every effort to bring about the earliest possible termi- 
nation of these unsound controls and the adoption of a sound program which will 
control inflation. 


Priorities and allocations 

We have supported the principle of using Government priorities and allocations 
to direct scarce materials to the most urgent uses under the defense program, — It 
appears, however, that the shortages which justified such controls are now rapidly 
being overcome. We therefore urge that any extension of the priority and 
allocation authority bevond June 30, 1953, be in the nature of a standby authority 
for use only (1) in the event of an emergeney declared by the Congress, or (2) with 
respect to specific commodities which may be found by Congress to be in actual or 
prospective short supply. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


The National Association of Manufacturers appreciates this opportunity to 
express its views to this committee on the bill S. 1081 as passed by the Senate on 
May 20, 1953, including proposals to extend and modify certain provisions of the 
Defense Production Act of 1950 as amended. 

This association is an organization of more than 19,000 companies, and over 80 
percent of these companies employ fewer than 500 persons each. In fact, about 
50 percent of all our member companies employ fewer than 100 persons each. 
The NAM therefore represents a large and vital cross section of both big and small 
business in American industry, and its members are situated in every State. 


GENERAL POSITION 


It is our considered opinion that this proposed legislation is unnecessary and 
undesirable and should not be enacted. We recommend that the Defense Pro- 
duction Act of 1950 as amended be allowed to expire, except that provision should 
be made for the continued allocation of materials to defense orders only and for 
granting to the Federal Reserve Svstem the necessary powers to carry out a 
sound credit control program, 

Supplementing this general position, we would like to enlarge upon the following 
specific views and recommendations: 

ae rs even a spark of the false philosophy of price and wage controls should be 
retained. 

2. The allocation of critical materials at any time should be confined to defense 
orders only, and stockpiling should be correspondingly limited to defense 
requirements. 

3. The Small Defense Plants Administration is not necessary and its life should 
not be extended as proposed in this bill. 

4. The Federal Reserve System should be empowered as an independent agency 
to establish specific as well as general credit controls. This can be done by an 
amendment to the Federal Reserve Act. 


— 
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PRICE AND WAGE CONTROLS 


The potential 90-day freeze, embodied in the bill as passed by the Senate, serves 
only to keep alive the false philosophy of price and wage controls as an effective 
means of fighting inflation. No matter how remote or unlikely such a freeze and 
such controls may appear, in the light of this legislation, pushing them into the 
background does not take them any the less unsound in principle or less unwork- 
able in practice. We feel very strongly that proposals which are inherently 
unsound in principle and demonstrably unworkable in practice, should not be 
held in reserve at any time or on any basis. 

Legislation of this kind seems to rest heavily upon pure speculation as to 
possible need for it, and as to what the nature of that need, if any, might be. 
Important parts of such legislation would have to be based largely on guesswork, 
and therefore it might be described as ‘‘guessilation” rather than legislation. 

Building such a legislative structure to deal with unknown and unpredictable 
future economic conditions can only raise false hopes that for the first time in 
recorded history we have found a fireproof shelter against economic calamities. 
The proposed blueprint paving the way for possible future use of wage and price 
controls actually contains no real assurance that a fire—if it comes—ecan be put 
out. 

The pending legislation tends to keep alive the whole philosophy of a planned 
economy through direct governmental interference tepresenting free Ameri- 
cans, the Congress should not encourage any philosophy which depends on price 
and wage controls to accomplish its objectives. 

Experience has shown that from the time price ceilings are established adjust- 
ments become necessary, because costs change and demands shift. In free 
markets these adjustments occur freely and alinost automatically. In markets 
controlled by Government officials they are, at the best, subject to cumbersome 
procedures and delays, and, at the worst, they may never be made. When 
price changes are inhibited or hampered, the performance of their economic 
function, which is to guide and balance production and consumption and to 
direct economic effort and resource use, is also inhibited or hampered. The 
effect is to reduce the efficiency of the producing and distributing organization. 
In contrast, the free-market system permits determination by the consumer of 
the amounts, types, and qualities of products he wants at prices he is willing 
to pay. 

EMERGENCIES 


Although the proposed bill places the question of emergencies in the hands of 
the Congress, rather than the President, this restriction on the imposition of a 
90-day freeze would not prevent pressure on the Congress to pass a concurrent 
resolution declaring a national emergeney at any time that prices of popular 
items such as beefsteak or coffee might jump a few cents a pound. The same 
pressure would probably arise every time the international news indicated a 
possible flareup. By the same token, the Congress could act at any time when 
an emergency arises. Therefore the freeze proposal is wholly unnecessary. 

It is difficult to contemplate a grave emergeney arising so rapidly that the 
Congress could not act effectively to meet the conditions as they become manifest. 
It is even more difficult, and in fact quite impossible, to foresee just what the 
conditions would be. 

To illustrate the difficulties of forecasting the problems which will confront us 
in the future, we may recail the Nation’s experience with mobilization planning 
between World War Land Il. Enormous efforts were expended during those many 
intervening vears in developing a mobilization plan which, however, could not be 
used when World War IT broke out. The actual conditions proved quite different 
from expectations. Similar detailed plans for individual industries after the end 
of World War IT proved equally useless when the Korean outbreak occurred. 

The more persistent proponents of controls will doubtless continue to point 
to the ever-present threat of foreign aggression on the presumption that such 
international tension can easily become inflationary. Yet we have seen prices 
go down as well as up during the international tension of the past 34 months, 
For examples, indexes of basic raw materials prices have gone down 33 percent 
in the past 26 months in the face of continuous foreign aggression and international 
tension and a growing defense program. The general wholesale price index has 
gone down almost steadily for the past 26 months, and farm product prices at 
wholesale have dropped more than 10 percent since last summer. The Consumer 
Price Index has gone up less than 1 percent in the past year. Clearly the threat 
of foreign aggression does not necessarily mean rising prices. 
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As we have pointed out on previous occasions, emergencies are always possible 
and the same argument could be used to justify a permanent machinery for 
price and wage controls, which in turn could scuttle our freedom and halt our 
economic progress. Our industrial growth and economic progress for many 
decades have been largely the result of a free market. 

Actually, a time of real emergency is exactly the time when we must call upon 
our vast and complex economie machine for its greatest burst of productive effort. 
Yet there are some who would hamstring our economy with a drastic general 
freeze and arbitrary controls at exactly such a time. 


CONTROLS ALWAYS FAIL 


Price and wage controls never have worked. We have had controls twice in 
the past decade: prices doubled, black markets appeared and the value of our 
dollar was cut in half. Everybody knows this by now, and it should be obvious 
that controls legislation is not the answer to our stabilization problems. 

This unsuccessful effort during the past decade, to check inflation by controlling 
prices and wages, is the same experienced by the Babylonians, the Romans, the 
French, the British, the Virginia Colony, the Massachusetts Bay Colony, and by 
the Continental Congress. It has never worked for this reason: You can set a 
reasonable legal price but in so doing you create a black market and it is the 
black-market price which reflects the full impact of inflation. 

The black-market profiteers are those who have the money to acquire the 
price-frozen commodities and then dispose of them at exhorbitant prices to those 
who need them. Thus, a price freeze favors those with cash who are not in need 
at the expense of those without cash who are in need. A demand would then 
arise for more power, such as the power to ration, a device which is abhorrent to 
the American people. 

CONTROLS ARE HARMFUL 


Wage and price controls hinder, not help, production. The record of the last 
war, with its shortages of white shirts, shoes, clothing, and many foods, such as 
meat, makes this clear. Wage and price controls breed black markets, undermine 
character, and encourage !awlessness. Finally, wage and price controls, regard- 
less of how well administered, give the public a false hope that stabilization can 
be guaranteed by such means. 

Only free markets can serve as a proper guide and regulator of an economy. 
They insure that producers will turn out the goods that are wanted most. Con- 
sumers are guided in their choices by the relative prices of various goods offered 
to them, when such prices are set freely in competitive markets. When wages 
and prices are determined by free bargaining, they encourage manpower to move 
into the jobs where it is most needed and best compensated. 

Thus labor, consumers, and producers all benefit from the operations of free 
markets. Prices and wages cannot perform this essential function properly if 
they are chained down by controls. 

The root cause of inflation is found in the area of fiscal policies, and the first 
requisite of any fight against inflation is to place Federal finances on a sound 
basis and then to follow through with sound private credit policies. 


FREEZING BRUSINESS LOSSES 


One of the great dangers of a price and wage freeze, and a danger which is gen- 
erally overlooked, arises from the fact that between 25 and 35 percent of all the 
active corporations in America are operating at a loss even in the most prosperous 
year. This means that there are probably 170,000 to 230,000 corporations in the 
red at any given time. Moreover, if the same percentages are applied to all of 
the 4 million active business firms in this country (whether incorporated or not) 
then somewhere between 1 million and 1,400,000 firms are probably operating at a 
loss. The havoe that might be wrought by freezing these businesses into a loss 
position—even for 90 days—is something fearful to contemplate. 


ALLOCATION OF MATERIALS 


The National Association of Manufacturers recognizes that maintenance of 
the national security is of paramount importance and that in a state of emergency 
or full mobilization some controls relative to allocations or priorities of critical 
defense materials may be necessary to insure fulfillment of the requirements for 
national defense. In that event and under such conditions, the association 
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believes that such allocations should be restricted to those absolutely necessary 
to meet defense requirements of the Nation. ; 

The administration of such controls could be handled by the United States 
Department of Commerce. Sueh a transfer could be accomplished by separate 
legislation. The controls, however, should have a definite termination date set 
at the time the allocation and priority system is installed, and the necessity for 
them should be rechecked and reconsidered periodically. ; 

We feel that stockpiling of critical materials should be correspondingly limited 
to defense needs, and certainly neither stoekpiling nor allocations of materials by 
the Government should extend into the field of civilian needs, as this would be 
contrary to the public interest. 


AID TO SMALL BUSINESS 


We recognize that the defense program poses additional problems for both 
smnall and large manufacturers, but we believe that industry within itself and 
through normal channels and processes can do a more efficient job in assisting the 
manufacturer than can any Government agency. 

Our surveys have indicated that a large majority of small manufacturers feel 
that they are capable of conducting their own businesses. They prefer less rather 
than more Government interference in their affairs. 

Our association is largely made up of small manufacturing concerns. The 
SDPA, as originally established, was occasioned largely by the elaborate arbitrary 
controls provided in the Defense Production Act, which placed terrific burdens 
on all businesses and especially smali businesses. The elimination of these controls 
removes these burdens and greatly relieves small business 

For these several reasons we do not favor the continuation of the SDPA. We 
believe that this ageney is not necessary and its life should not be extended as 
proposed in S. 1081, section 10 (b) 


CREDIT CONTROLS 


On the matter of credit controls, we recognize that one effeetive tool against 
inflation is the regulation of consumer credit. However. this does not necessitate 
a Defense Production Act, nor legislation such as 8. 1081. Instead, the Federal 
Reserve Act could be amended, giving the Federal Reserve the power to carry out 
a sound ecredit-control program. We recommended that the Federal Reserve 
System be empowered as an independent agency to establish specifie as well as 
general credit controls. We believe that this would lessen the demand for direct 
controls over the economy, which limit the freedom of choice that is so necessary 
in solving the problems of production and distribution. 


SrarEMENT oF JOHN J. RicGie, SecRETARY, IN BEHALF OF THE NATIONAL 
CounciL oF FARMER COOPERATIVES 


This is the statement of John J. Riggle, secretary of the National Council of 
Farmer Cooperatives, whose members are associations purchasing farm-production 
supplies and marketing farm products for their farmer members. 

For almost 3 years the American people and their resourees have been in the 
process of being geared to an economy which encompasses both the production of 
goods and services necessary to maintain and raise the civilian standard of living, 
and at the same time mobilizes manpower and defense equipment to a level 
necessary to stave off the attack of a powerful adversary 

This program has increased production capacity for both civilian and mobiliza- 
tion requirements to where the production of needed goods in orderly fashion is in 
sight from here on, as far as our future can manifest itself under present conditions. 
Our people have been conditioned to live in this armed climate and accept it as 
part of the economic and political pieture, without, however, abandoning hope 
that world events may in time bring peace and relax the need for continual military 
preparedness. 

That the economy has pretty well adapted itself to this dual production activity 
is evident in the sliding off of commodity prices and the regular increase in agri- 
eultural and industrial production indexes. In the financial area, the outward 
movement of gold during the last few months, the strengthening of interest rates, 
the assumption of financial leadership by the Federal Reserve System and the 
beginning of a policy to mobilize and develop the potential productive resources 
of the remainder of the free world through prudent foreign investment and self- 
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help policies, indicate the groundwork for domestic and foreign economic stability 
is being laid. 

These and other current developments, such as the recent rapid relaxation of 
price and wage controls, indicate that the policy of controlled inflation is being 
modified to such an extent that it appears that we have made the major adjustment 
to our broadened economic program. With purposeful guidance through the 
indirect controls available to the Government, it should not be necessary to hold 
over the economy the threat of reimposition of direct price and wage controls, 

We are therefore opposed to any freeze authority in the hands of the executive 
department. The existence of such authority tends to keep the administered 
prices and wages of the industrial and commerical world at higher levels, while 
prices of commodities traded in the open markets will feel no tendency for sup- 
port at high levels in anticipation of freezes under standby authority. The net 
aftermath of wage and price control has always been to leave administered prices 
and wages at an increasingly high level as compared to the prices of primary 
commodities such as farm products. 

As long as defense production requires the use of scarce commodities, mate- 
rials, and production facilities, it will undoubtedly be necessary to continue 
allocation authority. This will be particularly true as long as the source of these 
materials is in foreign lands or there is necessity for sharing with foreign claim- 
ants in the use of strategic materials both of domestic or foreign origin. 

Until, through sharing investment and know-how, the potentials of friendly 
nations are more fully developed and diversified to contribute to the balance of 
the free-world economy, both in production and consumption, it will be neces- 
sary to continue the authority to guide the movement of certain goods and com- 
modities in foreign trade. This is particularly true in countries which have set 
up incentives for increased production of certain commodities through price 
supports, tax differentials, quotas, and the like. 

Until the free countries of the world unite on an international economic and 
trade policy which encourages the production of commodities and goods where 
economically feasible, and distribution to where they are needed, the National 
Council favors the continuation of the principle of section 104 of the Defense 
Production Act with regard to agricultural products. We have in this country 
a relatively fat diet in the commodities covered in section 104 in addition to 
others, and, yet, countries with a relatively lean diet, at a time when we are 
trying to increase their production-consumption ratio, regularly ship here food- 
stuffs and material needed in their own or other lean-diet countries and not 
needed here. The goods are attracted by our prices which are supported at a 
higher than world level. Actually, foreign agricultural producers of these 
products receive little benefit from these operations since the exchange is con- 
trolled and used for the demands of others in higher income brackets. 

We, therefore, are opposed to any standby or freeze authority in the wage and 
price field. There is need for allocation authority to get equitable distribution 
of some commodities, here and abroad, as between defense and civilian needs. 
Section 104 is a necessary part of this allocation authority if we are to continue to 
advocate through our international organizations, an adequate diet for all our 
allies in the free world; or until section 22 of the Agricultural Adjustment Act is 
made workable and effective to protect our farm programs from foreign raids. 

We have, however, no doubt that prudent executive departments would have 
plans perfected and ready to submit to the Congress promptly in the event of any 
emergency of such severity as would require the control of the economy pending 
the working out of more equitable emergency measures. 


ASSOCIATION OF CASUALTY AND SuRETY COMPANIES 


New York 38, N. Y. 
May 28, 1953. 


SuGGEsTeED AMENDMENT TO SENATE LOSI Provipine ror TEMPORARY ECONOMIC 
CONTROLS 


The Association of Casualty and Surety Companies is a voluntary nonprofit 
association of stock insurance companies writing all forms of casualty and fire 
insurance and suretyship. Its membership comprises 115 leading stock insurers 
doing a nationwide business. A list of such member companies is attached hereto, 
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On behalf of our member companies we respectfully urge that section S01 (b) 
of the proposed Defense Production and Temporary Controls Act of 1953 be 
amended as follows: 

“(b) The authority conferred by this title shall not be exercised with respect 
to the following: 

“(i) prices, or rentals for materials furnished for publication by anv press 
association or feature service, or books, magazines, motion pictures, periodicals or 
newspapers, Other than as waste or scrap; or rates charged by any person in the 
business of operating or publishing a newspaper, periodical or magazine, or operat- 
ing a radio-hroadcasting or television station, a motion-picture or other theater 
enterprise, or outdoor advertising facilities; 

(ii) rates charged by any person in the business of selling or underwriting 
insurance,” 

Our suggested amendment would merely incorporate in the proposed temporary 
economic control bill one of the specifie exemptions which was contained in both 
the Emergency Price Control Act of 1942 and in the Defense Production Act of 
1950. 

8. 1081, as originally introduced and as reported by the Senate Committee on 
Banking and Currency, did not provide for specific exemptions. Rather it gave 
the President broad power to provide exemptions from, suspensions of, or adjust- 
ments to, ceilings if he found (1) such exemption, suspension, or adjustment would 
be necessary for national defense, or (2) the imposition or maintenance of such 
ceilings would be impracticable or unnecessary to effeet the purposes of the title 
providing for temporary emergency price ceilings. On May 19, the day the bill 
passed the Senate, the bill was amended on the floor of the Senate by deleting from 
the bill the broad exempting authority just mentioned. Subsequently, the Senate 
adopted an amendment which inserted in section SOL (b) a specific exemption 
relating to publications, motion pietures, and radio and television stations. This 
language, which was inserted in section 801 (b) and which exempts newspapers 
motion pictures, and radio and television stations, follows exactly the languace of 
one of the specific exemptions set forth in the Defense Production Act of 1950, as 
well as in the Emergeney Price Control Act in effeet during World War IT. 

As the bill in its present form no longer contains broad exempting authority 
and since some specifie exemptions have been inc rporated into the bill, westronely 
urge that the same language exempting insurance rates under the two earlier price 
control acts be incorporated in section 801 (b) of the proposed Defense Produetion 
and ‘emporary Controls Act of 1953. Casualty, surety, and fire insurance rates 
are closely regulated by the 48 States, by the District of Columbia, and by the 
Territories of Alaska, Hawaii, and Puerto Rico. Because of this close regulation 
of insurance rates at the State level, national price control is wholly unnecessarv 
and would be, in our judgment, a serious mistake. ‘ ; 

Insurance companies, unlike practically all other industries, have no control 
over the cost of the product they sell. The cost is determined long after the 
policy has been sold. Clearly, therefore, it is a complete nezation of the concept 
of insurance to impose on insurance rates a freeze wholly unrelated to loss experi- 
ence. Such a freeze could have serious effects on the financial condition of com- 
panies. Undoubtedly the Congress recognized the danger of a national freeze on 
insurance rates regulated as they are by State law and consequently exempted 
such rates in the Emergency Price Control Act of 1942, and the Defense Produe- 
tion Act of 1950. So far as we have been able to ascertain, it has never been 
charged, nor could the facts possibly support such a charge, that the exemption of 
insurance rates under these two earlier acts in any way contributed to inflation 
or impaired the national defense effort. 

Respectfully submitted, 

Ray Murpry, 


General Counsel, Association of Casualty and Surety Companies. 
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Association of Casualty and Surety Companies, membership list 


Company 


‘asualty & Surety Co., 151 Farmington Ave., Hartford, Conn 
, 670 Ms rin St., Hartford, Conn. 


Watertown, N. 


Aetna ( 
Aetua Insurance Co. 
Agricultural Inst irance C 
Albany Insurance Co., 55 5th Ave., New York, N. Y 
American Alliance Insurance Co., } Liberty St., New York, N, Y.. 
American Auto nobile Insurance Co. , Pierce Bl ig. , St. Louis, Mo... 
American Boudiag Co., of Baltimore, Fidelity Bldg., B: iltimore, 
Americin Cas ialty Co., 607 Washington St., Readiy Ig, Pa 
American Credit Inde nnity Co. of New York, First National Bank 
Bldz., Balti nore, Mid. 
American Et nployers’ Insurance Co,, 110 Milk St., 
Ameriean Fire & Casualty Co., American Bldg., 
Americin Guarantee & Liability Insurance Co., 
St., Chicago, I. 
American Tasurance Co., 15 Washington St. .. Newark, N. J 
American Natioaal Fire lasurance Co. Liberty St., New ork N.Y 
American Re-Lasurance Co., 99 John St. New Y ork, 
Americin Surety Co. of New York, 100 Broadway, 
Associated Indemnity Corp., 332 Pine St., San Francisco, 
Atlas Assurance Co,., Ltd., 55 5th Ave., New York, N. ¥ 
Bankers Indennity Insurance C 0., 15 Washington St., News ark, N.J 
Boston Insurance Co., 87 Kilby St., Boston, Mass 
Car & General Insurance Corp. Ltd , lli John St., New York, N. Y- 
Century Indennity Co., 670 Main St., urtford, © 
Columbia Casualty Co., 1 Park Ave., New York, Y 
Commercial [asurance Co. , of Newark, 10 Park P Newark, N.J- 
Connecticut Fire Insurane e Co , 61 Woodland St., Hartford, Conn 
Connecticut Inde nnity Co., 175 Whitney Ave., New Have 1, Conn 
Detroit Fire & Marine Insurance Co., 625 Shel ¥ St., Detroit, Mich 
Eagle Fire Co. of New York, 75 Mz 1iden L ane, New York, N..Y. 
Empire St ite Insurance Co., Watertown, N. Y 
Employe rs’ Fire Insurance fo o., 110 Milk St., Boston, 
Employers [ysurance Co. of Alabama, Inc., 2112 Ist Ave., 
minghem, Ala. 
Er Liability Assurance Corp. Ltd., 110 Milk 
iss 


E quit ible Fire & Marine Insurance Co., 61 Woodland St., 


Boston, Mass 
Orlando, Fla 


New York, N.Y 
Calif. 


Mass 
North Bir- 


St., Boston, 
Hartford, 


il Instrance Co., 90 John St., New York, N. Y 

Fidelity & Casualty Co., of New York, 80 Maiden Lane, ‘New 
N, 

Fidelity & Deposit Co. of Maryland, Charles and Lexington Sts., 
Baltimore, Md 

Fire Association .of Philadelphia, 401 Walnut St., Philadelphia, Pa 

Firenea’s Fund Inde nnity Co., 401 California St., San Francisco, 
Calif. 

Firemen’s Insurance Co, of Newark, N. J., 
N.J 


10 Park Place, Newark, 


Franklin National Insurance Co. of New York, 1000 Asylum Ave., 
Hartford, Conn. 


General Accident, Fire & Life Assurance Corp. Ltd., 
St, Philadelphia, Pa. 

General Reinsurance Corp., 90 John St., New York, N. Y- 

Girard [as irance Co. of Phik Pa. 10 Park P Newark, N.J. 

Glens Falls [ade nnity Co., Glens Falls, 

Glens Falls Insurance Co., Glens F: ills, N YY 

Globe Inde nnity Co., 150 ‘Ww illiam St., New ¥ ork, N. Y. te 
New York, 

"New Y ork, 


Great American Inde nnity Co., 1 Liberty St., 
Great American Insurance Co., 1 Liberty St., 

Hartford Accideat and Indemuity Co., 690 Asylum Ave., ‘Yiartiora, 
Conn. 


Hartford Steam Boiler Inspection & Insurance Co., 56 Prospect St., 


Hartford, Conn. 
Hovne lide nuity Co., 59 Maiden Lane, New York, N. 
59 Maiden Lane, New York, N. 


Home irance Co., 
Home Lasurance Co, of Hawaii, Ltd., 129 South King St., ‘Box 2866, 
New York, N. Y 


Honolulu, Hawaii. 
Hudson Tasurance Co. of New York, 90 John St., 


| 


Md_| 


135 South La Salle | 


York, | 


Fidelity and Deposit Group, 


414 Walnut | 


Group alliliation 


Aetna Life. 

Aetna Insurance. 
Agricultural. 

Atlas. 

Great American. 

Arm erican-Associated. 
Fidelity and Deposit. 
American Casualty. 
Commercial Credit. 


Employers’. 
None. 
Zurich. 


American of Newark. 
Great American. 
American Re-Imsurance. 
American Surety. 
American-Associated. 
Atlas. 

American of Newark, 
Boston. 

Royal Exchange. 

Aetna Insurance. 
Commercial Union, 
Loyalty. 

Phoenix of Hartford. 
Security of New Haven. 
Great American, 
Norwich Union, 
Agricultural, 
Employers’. 

None. 


Employers’ 
Phoenix of Hartford 


Chubb & Son 
America Fore 


Fire Association, 
Fireman’s Fund. 


Loyalty. 
National of Hartford. 
General Accident. 


General Reinsurance. 
Loyalty. 

Glens Falls. 

Glens Falls. 
Royal-Liverpool. 
Great American. 
Great American, 
Hartford Fire. 


None. 


Home. 


| Home. 


Indemuity Iasurance Co. of North America, 1600 Arch St., Philadel- 


phia, Pa. 
Insurors Lademnity & Insurance Co 
London Guarantee & Accideat Co., 


ulsa, Okla__- 
“Ltd. , 55 Sth Ave., York, 
London & Laneashire Indemnity Co., 
Manufacturers Casualty Insurance Co., Penn. 
Philadelphia, Pa. 
Maryland Casualty Co. 
Massachusetts Bonding Insurance Co., 


Blvd. at 16th St., 


, Maryland Casualty Bldg., 
10 Post Office Sq., 


Mass. 
Massachusetts Fire & Marine Insurance Co., 4 Liberty Sq., Bostoa, 
| 


Mass, 


None. 


Skandia. 
Insurance Co. of North 


| None, 
| Phoenix of London. 


20 Trinity St., Hartford, Conn. 


Baltimore, Md_. 
Boston, | 


London and Lancashire. 
‘Transamerica, 


None, 
None. 


Great Aimerican. 


America, 
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Association of and Compenies, list—Continued 


Company Group affiliation 


Mechanics & Traders Insurance Co., 1000 Asylum Ave., Hartford, | National of Hartford. 
Coun 

Merch: ants Indemnity Corp. of New York, 225 Broadway, New York, Merchants Fire. 
N. 


Metropolitan © asualty Insurance Co. of New York, 10 Park Place, Loyalty. 
Newark, 

Michigan Fire & Marine Insurance Co., 1250 State St. (mail Post | Springfield. 
Otfice Box 1021), Springfie ‘ld, Mass 

Milwaukee Insurance Co. of Milwaukee, Wis., 611 North Broadway, Loyalty. 
Milwaukee, Wis 

Ni — iil Autorobile & Casualty Insurance Co., 639 South Spring None. 

, Los Angeles, Calif 

N: Ben Fr Insurance Co. of Pittsburgh, Pa., 120 West Loyalty. 
Ohio St., Pittsburgh, Pa. 

National Fire Insurance Co. of Hartford, 1000 Asylum Ave., Hartford, | National of Hartford, 
Conn. 


National Surety Corp., 4 Albany St., New York, N. Y National Surety. 

National Union Fire Insurance Co., 139 University Pl, Pittsburgh, | National Union. 
Pa. 

National Union Indemnity Co., 139 University Pl., Pittsburgh, Pa Do, 

New Amsterdam Casualty Co., 227 St. Paul St., Baltimore, Md New Amsterdam, 

Newark Insurance Co., 150 William St., New Y ork, N. ¥ Royal-Liverpool. 


New England Insurance Co., 1250 State St. (mail Post Office Box | Springfield. 
1021), Springfield, Mass, 
—_ American Casualty & Surety Reinsurance Corp., 161 East 42d | None. 
New York, 


North River Insurance Co. , 110 William St., New York, N. Y Crum & Forster. 

Norwich Union Fire Insuri ince Soe iety, Ltd., 75 Maiden Lane, New | Norwich Union. 
York, 

Ocean Accident & Guarantee C orp., Ltd., 1 Park Ave., New York, | Commercial Union, 
Ni 

Ohio Farmers Indemnity Co., LeRoy, Ohio Ohio Farmers. 

Old Colony Insurance Co., 87 Kilby St., Boston, Mass Boston, 

Pacifie Insurance Co., Ltd., 850 Kapiolani Blvd, aa Hawaii__| None. 

Phoenix Indemnity Co., 55 Sth Ave., New York, ¥ | Phoenix of London, 


Phoenix Insurance Co., 61 Woodland St., H bere ‘Conn Phoenix of Hartford. 
Providence-Washington Indemnity Co., 20 Washington PL, Provi- | Providence-Washington. 
dence, R. 1. 
Providence-Washington Insurance Co., 20 Washington PL, Provi- Do. 
dence, R. I. | 
Prude nti al Insurance Co. of Great Britain, 90 John St., New York, 


Skandia, 


Quaker City Fire & Marine Insurance Co., 55 5th Ave., New York, | Atlas, 
x. 
Queen Insurance Co, of America, 150 William St., New York, N. Y Royal-Liverpool, 
Reliance Insurance Co. of Philadelphia, 401 Walnut St., Philadelphia, | Fire Association, 
Pa. | 
Rochester American Insurance Co., 1 Liberty St., »w York, N. Y_.| Great American. 
Royal Indemnity Co., 150 William St., New Y ork, Y Royal-Liverpool. 
St. Paul-Mercury Indemnity Co., 111 West 5th st xi Paul, Minn St. Paul F. & M. Group, 
Seaboard Surety Co., 75 Maiden Lane, New York, "N.Y None. 


Security Insurance Co. of New Haven, 175 Whitney Ave., New | Security of New Haven. 
Haven, Conn. 
Service Casualty Co, of New York, 1 Park Ave., New York, N. Y----| Service. 
Skandia Insurance Co., 90 John St., New York, N Y Skandia, 
Springtield Fire & Marine Insuranc ’e Co., 1250 State St., (mail Post | Springfield, 
Office Box 1021), Springfield, Mass. 
Standard Accident Insurance Co., 640 Temple Ave., Detroit, Mich... Standard of Detroit. 
Standard Insurance Co. of New York, 100 William St., New York, Aetna Insurance. 
ry 


Sun Indemnity Co. of New York, 55 5th Ave., New York, N. Y Sun of London. 

Transcontinental Insurance Co., 1000 Asylum Ave., Hartford, Conn | National of Hartford. 

Travelers Indemnity Co., 700 Main St., Hartford, Conn Travelers. 

Travelers Insurance Co., 700 Main St., Hartford, Conn é Do, 

Tri-State Insurance Co., 619 South Main St., Tulsa, Okla Tri-State, 

United National Indemnity Co., 1000 Asylum Ave., = artford, Conn_| National of Hartford, 

United St.tes Casualty Co., 60 John St., — York, N. Y _.. New Amsterdam, 

United States Fidelity & Guaranty Co., Calvert and Redwood Sts., | United States Fidelity and Guar- 
Baltimore, Md. anty. 

United States Fire Insurance Co., 110 Willism St., New tt ork, N.Y Crum & Forster, 

United Stites Guarantee Co., 90 John St., New ¥ ork, N.Y Chubb & Son 

Westchester Fire Insurance Co., 110 Willi m St., New York, N.Y Crum & Forster. 

World Fire & Marine Insurance Co., 670 Main St. Hertford, Conn Aetna Insurance. 

Yorkshire Indemnity Co., 90 John St., New York, N. Yorkshire. 


Zurich General Accitent & Liability Insurance Co., Ltd., 135 South = Zurich. 
La Salle St., Chicago, Il. 
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STATEMENT OF ViEWs BY JoHN H. Waters, GENERAL ATTORNEY, ON BEHALF 
OF THE WESTERN UNION TELEGRAPH Co. 


Common carriers and public utilities are already regulated by various Federal 
commissions and by similar regulatory bodies in practically every State of the 
Union. The entire problem was considered at length and the necessity and 
advisability of exempting such public-service corporations from further controls 
was recognized by Congress when it enacted the Emergency Price Control Act 
of 1942, Discussing the exemption found in that act, the United States Supreme 
Court, in Davies Warehouse v. Bowles (321 U.S. 144) said: 

“Legislative history is unequivocal in its showing that rates already subject to 
State regulation as public-utility rates were not considered in need of further 
control. Mr. Leon Henderson, one of the authors of the bill and the first Price 
Administrator, gave as reasons for exempting utilities that they seemed to be 
under an adequate system of State regulation; that this was an area not likely to 
give difficulty or to cause, so far as could then be seen, any inflationary trend; 
that utilities had problems peculiar to themselves and no further regulation 
seemed necessary; and that he had found the agencies in control of utility rates 
‘just as earnest as we are about keeping those costs down’. 

In support of the foregoing statements the Court quoted, in footnotes, the 
following excerpts from the testimony of Mr. Henderson, hearings before House 
Committee on Banking and Currency on H. R. 5479, 77th Congress, Ist session, 
part I, revised: 

‘# * * and public utilities were under what for the time being at least 
seemed to be an adequate system of State regulation, and therefore did not need 
to be brought into review’’ (p. 444). 

“Now, as to the utilities. There is, as the members are aware, an adequate 
set of regulations as to the charges which utility companies can make, These, 
again, are based upon a long series of judicial determinations, of State regulations, 
and of State laws. It seemed to those drafting the bill that this was an area which 
was not likely to give difficulty or to cause, so far as they could see at that time, 
any inflationary trend. The bill is designed to control an emergency inflationary 
situation and has left them out, just as it has transportation rates. There are 
questions peculiar to utilities and none of them, so far as T see at the present time, 
would make necessary further regulation by means of a price control-bill” (pp. 
54-55). 

In that case the Court, noting that the National Association of Railroad and 
Utility Commissioners had filed a brief amicus curiae in opposition to what they 
considered an invasion by the Price Administrator of their field of public regula- 
tion, also said: 

“* * * No question as to the power of Congress to reach and regulate this 
business should it find it necessary to do so, has been raised here. But as matter 
of policy Congress may well have desired to avoid conflict or occasions for con- 
flict between Federal agencies and State authority which are detrimental to good 
administration and to public acceptance of an emergency system of price control 
that might founder if friction with public authorities be added to the difficulties 
of bringing private self-interest under control.” 

The exemption in favor of common carriers and other regulated public utilities 
Was again considered and enacted in slightly modified form in the Defense Pro- 
duction Act of 1950. After further consideration this exemption was broadened 
when that act was last amended in 1952. 

The telegraph company, regulated at present by the Federal Communications 
Commission, and by similar bodies in the District of Columbia and 44 of the 48 
States, sees no need for further regulation, and respectfully requests that the 
exemption in favor of common carriers and other public utilities now found in 
the Defense Production Act of 1950, as amended, be incorporated in any economic 
control bill reported out for further action by Congress. 


STATEMENT ON BEHALF OF THE NATIONAL INDEPENDENT MEAT Packers Associa- 
TION AND EASTERN MbEAT PAcKERS ASSOCIATION 


This statement is limited to the price-control provisions of 8S. 1081 and more 
particularly to price controls on meat and meat products. It is presented on 
behalf of the National Independent Meat Packers Association and Eastern Meat 
Packers Association, Inc., organizations of small and independent packers. 

The experience under price controls during World War II and during the 
Korean war has proved bevond doubt that price controls on meat and meat prod- 
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ucts will not work, that their effect is merely to disrupt production and distribution 
and to create artificial scarcities. The function of the meatpacking industry is 
merely to convert the live animals brought to market by livestock producers into 
meat products and to distribute these products to meet the needs of our people. 
The packing industrv is fiercely competitive and this competition is just as strong 
in the purchase of livestock as it is in the sale of meat products. The result is that 
the packing industry purchases the livestock production of the Nation’s farmers 
and converts this livestock into meat products and distributes them according to 
the needs of the Nation’s consumers on a remarkably narrow margin, the margin 
of profit in the industry being much less than Ll cent per pound of product. The 
competition in the industry has guaranteed this narrow margin in times of emer- 
gency as well as in times of peace, 

Price control under OPS moved from crisis to crisis because no scheme of price 
control on meat was ever devised which will work. The effect is merely to dis- 
organize production and distribution and to create artificial shortages. The only 
scheme that has ever worked to hold down meat prices is adequate production 
and normal distribution. We favor placing all emphasis upon encouraging pro- 
duction because even in times of war increased production is the only real answer. 
The experience during the Korean war proves this. Within a few months after 
the outbreak of the Korean war the OPS issued a general freeze order which dis- 
rupted the industry and imposed serious losses on our members with the unavoid- 
able disruptions of normal distribution. However, the livestock producers of the 
Nation responded to the demand for increased production, particularly as to hogs, 
and before many months had passed supplies of meat were sufficient to bring 
prices well below ceiling levels. Regulations continued to be a burden because 
they prevented norma! tiexibility in pricing but for the greater proportion of meat 
products there was absolutely no need of control because free market competition 
had fixed ‘ceilings’? well below the OPS level. Consumers were able to buy 
adequate quantities of meat at reasonable prices, not because of controls but in 
spite of them and because of adequate production. 

The freeze method of price control always works with extreme injury to the 
packing industry. This is true because there is no practical possibility of freezing 
animal prices. The wide range in qualitv and value as between different animals 
and the thousands of daily transactions by thousands of farmers makes a freezing 
of animal prices simply impossible. The wornout dairy cow and the high-quality 
beef steer, the latter fed expensive corn for several months, are both eattle but 
the value of the steer per 100 pounds may be 2 or 3 times that of the thin, bony 
cow. There are many grades and subgrades of cattle in between these extremes 
and in an industry of extremely narrow margins the distinction between grades 
and subgrades is of critical importance. Substantial differences also exist as to 
different grades of hogs of different ages and weights. The result is that the 
packer is subjected to a freeze of his product prices while no freeze can be effec- 
tive as to his raw material. It is inevitable that anv freeze order fixing ceiling 
prices on meat and meat products subjects the packer to a price squeeze and 
serious financial losses which disrupt his production and distribution, 

Within 10 vears or more of experimenting with price controls fresh in mind and 
with the conclusive proof which they provide that price controls on meat and meat 
products cannot work and could only result in artificial shortages and disruptions 
of production and distribution, we ask the committee to eliminate the price pro- 
visions from 8. 1801. In lieu thereof we ask Congress to guard against undue 
inflation of prices on meat and meat products by encouraging livestock producers 
to increase their production. This encouragement can be provided most effec- 
tively by leaving prices free from controls. The fierce competition of the packing 
industry—over 3,000 competing with each other—and the traditionally narrow 
margins at which that industry performs its functions guarantees that this in- 
creased production will be processed and distributed at reasonable prices. 


MEMORANDUM BY Hon. A, BARRETT, RE EXEMPTION OF 
Rates AND CHARGES OF COMMON CARRIERS AND Pus.iic UTILITIES FROM 
Freeze Provisions or 8. 1081 


Section 16 of S. 1081 directs the President to establish ceilings on prices, wages, 
and residential rents for a period of not exceeding 90 days upon the declaration 
of war by the United States or upon the declaration by the Congress that a grave 
national emergeney exists. The stated purpose of this section is to freeze prices, 
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wages and rents at a given level for a period of not more than 90 days so that 
Congress can enact such controls legislation as may be required. 

Rates and charges of common carriers and publie utilities should be excluded 
from the freeze provisions of 8. 1081 for the following reasons: 

1. Rates and charges of common carriers and public utilities have been exempt 
under all previous price controls legislation (Stabilization Act of 1942, title 50 
S.C. A., see. 961; Defense Production Act of 1950, title 50 U.S. C. A., see. 
210 (e) (v)). Inasmuch as these rates and charges are constantly and adequately 
regulated, it was deemed unnecessary and inadvisable by the Congress to super- 
impose, during periods of both war and grave national emergency, additional 
Federal controls on those already exercised by existing municipal, State and 
Federal regulatory agencies. It would seem wholly unnecessary and undesirable 
therefore, to interfere with, or impose any restriction on, the existing municipal, 
State and Federal regulatory processes even for the 90-day freeze period. 

2. The Senate Banking and Currency Committee reeognized the imprac- 
ticabilitv of placing rates and charges of common carriers and publie utilities 
under controls for the 90-day freeze period and, in its report accompanying 
S. 1081 (Senate Report No. 138, p. 28), stated the following with respect to the 
provision (sec. 801 (b)) authorizing the President to make exemptions from 
price ceilings: 

“Your committee is aware that it is impractical to freeze some categories of 
our economy. Historically, certain categories such as newspapers and other 
informational media and publie utilities regulated by Federal, State, or local 
authority have been exempted from controls. * * *” 

The Senate eliminated from 8. LOS1 the right of the President to make ex- 
emptions, and specifically excluded from the freeze provisions of the bill the 
prices and rates of newspapers, periodicals, radio and television stations, and 
theaters (sec. 801 (b)). However, no exemption was provided for rates and 
charges of common carriers and public utilities. Manifestly, the principal argu- 
ments advanced (Congressional Record, May 19, 1953, p. 5284) in support of 
the amendment excluding prices and rates of newspapers, radio stations, and 
theaters would apply with greater force to the regulated rates and charges of 
carriers and utilities. The services furnished by carriers and utilities are vital 
to our national defense and the confusion and delays resulting from the appli- 
cation of additional controls during the freeze period might impair or impede 
their ability to render these essential services. 

3. Past experience indicates that if rates and charges of common carriers and 
public utilities are included within the purview of the freeze provisions of the 
bill, controls agencies would construe this as the intent of Congress to inelude 
such rates and charges in any controls measure thereafter adopted. This would 
be unwarranted and undesirable. 

It is strongly urged that the attached amendment be adopted. The language 
of the amendment is identical to that contained in the Defense Production Act 
of 1950, as amended—the provision exempting prices and rates of newspapers, 
radio stations, and theaters was also lifted from that act. 


Suggested Amendment to Section 16 of S. 1081 


Page 18, line 8: Delete the word ‘prices’? immediately following the colon and 
insert in lieu thereof the following: 

“(1) Prices’”’ 

Page 18, line 15: Delete the period and in lieu thereof insert a semicolon and add 
following new language: 

(2) (i) Rates and charges by any common carrier or other public¢ utility, 
including rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixtv-fourth Congress), as amended, and including compensation for 
the use by others of a common carriers’ cars or other transportation equipment, 
charges for the use of Washroom and toilet facilities in terminals and staions, and 
charges for repairing cars or other transportation equipment owned by others; 
charges for the use of parking facilities operated by common carriers in connection 
with their common carrier operations; and (ii) charges paid by common services 
to the public, including the use of cars or other transportation equipment owned 
by a person other than a common carrier, protective service against heat or cold 
to property transported or to be transported, and pickup and delivery and local 
transfer services.” 


charges for the use of parking facilities operated by common carriers in connection 
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MEMORANDUM Surmirred By Ep Crostanp, A. T. & T. Co., RE Exemprion 
OF RavTes AND CHARGES OF COMMON CARRIERS AND From 
“FREEZE” PROVISIONS OF S. LOSI 


Section 16 of S. 1081 directs the President to establish ceilings on prices, wages, 
and residential rents for a period of not exceeding 90 days upon the declaration of 
war by the United States or upon the declaration by the Congress that a grave 
national emergency exists. The stated purpose of this section is to freeze prices, 
wages, and rents at a given level for a period of not more than 90 days so that 
Congress can enact such controls legislation as may be required. 

Rates and charges of common carriers and publie utilities should be exeluded 
from the freeze provisions of S. 1081 for the following reasons: 

1. Rates and charges of common earriers and public utilities have been exempt 
under all previous price controls legislation (Stabilization Act of 1942, title 50, 
U.S.C. A., see. 961; Defense Production Act of 1950, title 50, U. S. C. A. see. 210 
(e) (v)).. Inasmuch as these rates and charges are constantly and adequately 
regulated, it was deemed unnecessary and inadvisable by the Congress to super- 
impose, during periods of both war and grave national emergency, additional 
Federal controls on those already exercised by existing municipal, State ana Fed- 
eral regulatory agencies. It would seem wholly unnecessary and undesirable 
therefore, to interfere with, or impose any restriction on, the existing municipal, 
State, and Federal regulatory processes even for the 90-day freeze period, 

2. ‘The Senate Vanking and Currency Committee recognized the impractica- 
bility of placing rates and charges of common earriers and publie utilities under 
controls for the 90-day freeze period and, in its report accompanying S. 1081 
(Senate Report No. 138, p. 28), stated the following with respect to the provision 
(sec. 801 (b)) authorizing the President to make exemptions from price ceilings: 

“Your committee is aware that it is impractical to freeze some categories of our 
economy. Historically, certain categories such as newspapers and other informa- 
tional media and public utilities regulated by Federal, State, or local authority 
have been exempted from controls. * * * 

The Senate eliminated from 8. 1081 the right of the President to make exemp- 
tions, and specifically excluded from the freeze provisions of the bill the prices 
and rates of newspapers, periodicals, radio and television stations, and theaters 
(sec. 80L (b)). However, no exemption was provided for rates and charges of 
common carriers and publie utilities. Manifestly, the principal arguments 
advanced (Congressional Record, May 19, 1953, p. 5284) in support of the amend- 
ment excluding prices and rates of newspapers, radio stations, and theaters would 
apply with greater force to the regulated rates and charges of carriers and utilities 
The services furnished by carriers and utilities are vital to our national Cefense 
and the confusion and delays resulting from the application of additional controls 
during the freeze period might impair or impede their ability to render these 
essential services. 

3. Past experience indicates that if rates and charges of common carriers and 
publie utilities are included within the purview of the freeze provisions of the bill, 
controls agencies would construe this as the intent of Congress to include such 
rates and charges in any controls measure thereafter adopted. This would be 
unwarranted and undesirable. 

It is strongly urged that the attached amendment be adopted. The language 
of the amendment is identical to that contained in the Defense Production Act 
of 1950, as amended—the provision exempting prices and rates of newspapers, 
radio stations and theaters was also lifted from that act. 


Suggested Amendment to Section 16 of S. 1081 


Page 18, line 8, delete the word “‘prices’”’ immediately following the colon and 
insert in lieu thereof the following: ‘(1) Prices” 

Page 18, line 15, delete the period and in lieu thereof insert a semicolon and add 
following new language: 

(2) (i) Rates and charges by any common carrier or other public utility, in- 
cluding rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixty-fourth Congress), as amended, and including compensation for 
the use by others of a common carrier’s cars or other transportation equipment, 
charges for the use of washroom and toilet facilities in terminals and stations, and 


charges for repairing cars or other transportation equipment owned by others; 
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with their common carrier operations; and (ii) charges paid by common carriers 
for the performance of a part of their transportation services to the public, includ- 
ing the use of cars or other transportation equipment owned by a person other than 
a common carrier, protective service against heat or cold to property transported 
or to be transported, and pickup and delivery and local transfer services.” 


Testimony oF Ruea Executive Vick Presipent, NATIONAL 
Corron CounciL OF AMERICA, ON STANDBY Price AND WAGE CEILING LEGIS- 
LATION 


The delegate members who make the policies of the National Cotton Council 
gave consideration to the question of standby price and wage ceilings at their 
meeting on January 27 of this year. , This delegate body is made up of 244 repre- 
sentatives who are authorized to speak for the cotton farmers, ginners, merchants, 
warehousemen, seed crushers, and the cotton spinners in all the States that grow 
cotton in this country. A resolution firmly opposing these standby controls was 
unanimously adopted. 

We are opposed to standby price and wage ceilings for three reasons: 

In the first place: Price and wage ceilings are fundamentally bad for the country. 
Our recent experiences have taught us this lesson all over again. It is one of the 
clearest lessons of history, and it has been repeated many times in various coun- 
tries. The hoped for benefits of artificial ceilings are always a cruel delusion, but 
the damage which they do is always very real. Production and sound fiscal policy 
give the only real answer to inflation. Rising prices have never been stopped 
effectively until the goods available were brought in line with the money seeking 
to buy them. Price ceilings only deceive the consumer, while they choke the 
very efforts that mean real inflation control. They destroy the meaning of con- 
tracts. They undermine the faith men work and plan by. They force productive 
effort into the wrong channels. They disrupt all efforts to plan future production. 
They put the whole economy in a state of jitters, induced by the knowledge that 
no Government bureau will ever understand all the essential problems of American 
business and agriculture. Artificial ceilings have never served our Nation well 
in any emergency, and we don’t believe they ever will. 

Second: The responsibility for deciding whether ceilings are in the national 
interest should not be transferred to the executive branch on any standby basis. 
The question involved is a very fundamental one of national poliey. Certainly, 
we all must recognize that the imposition of price and wage ceilings is just about 
the most drastic step the Government can take with respect to our economie 
system, short of outright confiscation. And yet here we are talking about it 
almost as if it were an accepted part of our American system. It strikes me that 
there is something very dangerous about the whole idea of reducing this issue to 
a mere commonplace one that can be handled in standby legislation. Aren’t we 
becoming a little too casual about the whole matter? Aren’t we drifting danger- 
ously in the direction of accepting this kind of policy as something that will be 
with us always? Are we actually coming to think of ceilings as something that 
the country can easily put on and take off as occasion demands? TI hope we will 
keep in mind that when business and agriculture and labor are foreed to go under 
ceilings, the adjustments which they must make are terrifically difficult, wasteful, 
and demoralizing—and that once they are under ceilings, the process of getting 
extricated from them and returning to normal price relationships is also a slow, 
painful, difficult matter of adjustment. The responsibility for deciding whether, 
in any future situation, this country should again go into the ordeal of ceilings, 
should never be transferred from that branch of Government which is closest to 
the people—the United States Congress. 

Now, Iam well aware of the argument that in the event of a truly great national 
emergency prompt action might be necessary—that action by the Congress might 
be too slow. I disagree with this point of view. The Congress can act with great 
rapidity when the occasion demands. War was declared on Japan and Germany 
in less than 36 hours after Pearl Harbor, Actually, I believe an examination of 
our past will show that the speed with which Congress moves in an emergency 
varies directly in proportion to the seriousness of that emergency. And the point 
that needs to be made here is: That is precisely the speed at which we should 
move in imposing wage and price ceilings on the American economy. If any emer- 
gency that might arise in the future is not serious enough to precipitate prompt 
action by the Congress, it is not serious enough to warrant any such drastic action 
as the imposition of ceilings. 
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Third: Industry and agriculture today face a great challenge to carry out ag- 
gressive, forward-looking campaigns for expanded markets. Unless the war 
spreads, the success of these campaigns will determine whether this country can 
avoid a bad recession and push on up toward higher standards of living and greater 
national strength. Management today is called upon to put great faith in the 
proposition that the Government is not going to hog-tie it with controls but is 
going to encourage it to undertake new ventures, make new investments, and 
push hard for new markets. A standby price and wage control bill would repre- 
sent the exact opposite of that encouragement. It would be one of the worst 
steps that the Government could take in the wrong direction at this time. 

The National Cotton Council therefore respectfully urges: (1) That no standby 
legislation be enacted delegating to the President the authority to impose price 
and wage controls, and (2) that all provisions of the present Defense Produetion 
Act be permitted to expire on the dates as scheduled, except for one simple author- 
ization to allocate for defense purposes those strategie materials whieh are still 
in short supply. 


STATEMENT OF JoHN H. Vice Prestpenr, Covrron 
COMPRESS AND Corron WAREHOUSE ASSOCIATION, ON PROPOSALS FOR STANDBY 
To [Mpose CONTROLS ON Prices, WAGES, SALARIES, AND MA?TERIALS 


The board of directors of this association on March 1, 1952, and its entire 
membership in its last three annual meetings (May 16, 1951, April 16, 1952, and 
April 14, 1953) gave serious consideration to the economie controls provided in 
the Defense Production Act, and unanimously condemned Government controls 
on their prices or compensation for personal services. The reason stated in each 
instance was that such controls cannot, and will not, be effective as means of 
combating inflation; but on the contrary do and will prove positively harmful 
in retarding needed production and military preparedness. 

We recognize that, in time of war or national emergeney, the Exeeutive must 
and should have the power to allocate searce and critical materials in the 
interest of national defense. 

Government ecilings on wages or prices, however, we believe are basically 
vicious at any time. This conelusion is compelled both by logie and by experi- 
ence. Our experience with such ceilings, both in World War [I and in the past 
2 vears, showed, in the first place, that they were not even effective as ceilings; 
and that as cures for inflation they are utterly futile. Though not so intended, 
they proved to be a cruel political hoax. 

The use of sueh controls is recorded as far back as 3,800 years ago (in Baby- 
lonia), and has since been repeated many times in many countries. Yet we find 
no record of a single instance where they accomplished their purpose. We have 
refused to benefit by the mistakes of others. Are we also incapable of heeding 
the twiee-taught lessons of our own experience? 

We should not need the light of experience to see that any effective control of 
inflation must be brought about by attacking its causes—not its svmptoms—or 
to see that price and wage ceilings inevitably will defeat their own ends by ag- 
gravating and creating additional shortages, contributing to inereased inflationary 
pressures. We know that the efforts of the producer (the farmer, the industrial 
worker, the store, the factory, ete.) are guided and directed primarily by the 
desire for profit—the desire to achieve the maximum favorable margin between 
income and expense. If income (prices and wages) are artificially ‘frozen’ as of 
any given time, can we expect the worker to do other than seek the employment 
(of which he is capable) subject to the highest wage eciling, to the detriment of 
needed production in other employments with lower wage ceilings? Can we 
expect the farm, the store, or the factory to do other than endeavor to produce 
or sell only those (feasible) items which are subject (relatively) to the highest 
price ceilings, to the detriment of needed production and supply of other items 
subject to relatively lower price ccilings? 

Under an arbitrary wage-price freeze, such diversions of labor and of productive 
capacity are inevitable. Without further and additional controls, such diversions 
of labor are limited only by the number of available jobs subject to higher wage 
ceilings; and such diversions of productive capacity are limited only by the demand 
for items subject to relatively higher price ecilings. 

Our members experienced numerous examples of such labor diversions during 
World War IT and again under the post-Korea controls. We store and handle a 
fiber which is essential to the national defense. Yet operations were often sharply 
curtailed, and in some instances temporarily crippled by the loss of essential labor 
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to other employers with higher wage ceilings. Administrative relief came even- 
tually, but the process was slow, painful, and costly—both in money and in 
efficiency. The resulting wage adjustments, not being coordinated with price 
adjustments, caught cotton warehousemen like many others in painful ‘‘squeezes,”’ 
resulting in operating losses, and the threat of bankruptcy. There were also 
instances of cotton-storage space being diverted to other uses which were more 
profitable because of relatively higher price ceilings. 

To provide adequate coordination, promptness, and fairness of necessary price 
and wage adjustments would require an army of wise and just administrators who 
(if available at all) would have to be provided at the expense of the manpower 
needed for essential production and military operations. 

We urge that no authority be granted for the imposition of wage or price 
controls, on a standby basis, or otherwise. 


Statement Firep py Henry G. Wanremape, Reavrors’ Wasit- 
INGTON COMMITTEE, ON BEHALF OF THE NATIONAL ASSOCIATION OF REAL 
Estate Boarps 


’ 


Mr. Chairman and members of the committee, we are cognizant of the pres- 
sure for time in the committee’s consideration of 8. 1081. We are therefore 
taking this opportunity of filing a statement to present the National Association 
of Real Estate Board’s views on portions of 8S. 1081 rather than make a personal 
presentation. 

We should like to direct our comments to section 7 of 5. 1081, starting at page 
6 and ending on line 7 of page 13; and section 16 beginning on page 16 at line 14, 
and continuing through page 21. 

President Eisenhower has repeatedly said that the great economic strength of 
our democracy has developed in an atmosphere of freedom; that the character of 
our people resists artificial and arbitrarv controls of any kind; that direet con- 
trols deal not with the real causes of inflation but only with its svmptoms. He 
also said that we must combat wide fluctuations in our price structure by relying 
largely on the effective use of sound fiscal and monetary policy and upon the 
natural workings of economic law. 

We believe that 8. 1081 would give the President of the United States unprec- 
edented powers over sections of our national economic life which he neither 
requested nor desires. These powers are given almost without restraint in the 
bill as it passed the Senate. They are more far-reaching than were found desir- 
able or necessary during World War II. 

Section 7 of S. 1081 provides authority for a system of direct control of con- 
sumer and real-estate credit by the Federal Government for a period of 2 years. 
This provision is inconsistent with the President’s repeated statements in opposi- 
tion to any form of standby or direct controls. 

It is inconceivable that in a free nation an entire industry would be subjected 
to the imposition of a license system on all transactions, persons, and classes, 
in zonnection with real-estate credit. No such measure was authorized in 
World War TL and we know of no justification for it now. 

I should like to call to your attention the fact that over 90 percent of the 
Nation’s real-estate brokers already are licensed by State law. There is no need 
or justification for a Federal licensing system. 

Grave doubt exists that the public realizes the nature and breadth of the power 
which this section of the bill confers on the President. We cannot safely assume 
that these powers will not be exercised to their full extent. 

For example, section 602 (a) gives the President power to prescribe regulations 
over all aspects of real-estate credit including regulations forbidding any credit 
at all under such circumstances as he may specify. Subsection (b) of seetion 
602 provides that ‘‘No person shall extend or maintain any real-estate construction 
credit, or renew, revise, consolidate, refinance, purchase, sell, discount, or lend 
or borrow on, any obligation arising out of any such credit” in violation of any 
regulation. What does the word ‘maintain’? mean? Does it mean that people 
may be forbidden to continue holding or making payments on mortgages which 
are already in existence? 

Violation of any regulation could lead to suspension of the license which in 
effect could mean prohibition from doing business where real-estate credit is 
involved. 

In light of these powers, the definitions contained in subsection (d) are startling. 
For example, take the definition of ‘‘eredit’’ found on page 10 at line 12, sub- 
paragraph 2, under subsection (d). It embraces not only credit in the usual 
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meaning of the word but many situations to which the word is not normally 
applied. For example, if A signs a contract to purchase a house from B for 
$10,000, making a $1,000 downpayment, agreeing to pay the balanee in cash 
when title passes, the transaction involves real-estate “credit” and is subject to 
regulation by the President including licensing and regulation. 

Under this definition we believe that every real-estate transaction could involve 
credit. No one could buy or sell a home except as permitted by the President's 
regulation, or if the licensing system is imposed, without the approval of some 
Federal bureaucrat. The same is true on every loan on a home, every renewal 
or refinancing of such a loan, exchanges of property, option, leases containing 
options to purchase, and all other transactions in real property. The powers 
could be used to freeze the entire real-estate economy of the Nation. They 
could prove disastrous for the defense program itself which, as experience has 
shown, requires a flexibility of movement of workers and others from one com- 
munity to another, 

We recite the above because we believe an ambiguity in the language of S. 1OS1 
conceivably might permit extension of real-estate eredit controls until June 30, 
1955, onee-they were imposed by the President under the standby authority 
granted him by the bill. 

We are of the opinion that the Senate attempted to permit the imposition of 
consumer and real-estate credit controls only when the President was empowered 
to establish ceilings on prices, wages, and rents pursuant to the authority granted 
in section 801 (a) of the act and that the authority would cease at the end of 90 
days as therein provided. However, on page 15, at lines 14 through 20, an 
amendment to subsection (a) of section 717 of the Defense Produetion Act of 
1950 provides: 

““(a) (1) Title I (exeept see. 104), and titles IIIT, VI, VIT, and VIIT of this act, 
and all authority conferred thereunder, shall terminate at the close of June 30, 
1955, or at the expiration of 90 days after the issuance on or before that date of 
an Executive order establishing ceilings under the provisions of section S01 (a) 
of this act, whichever is later.” 

Let’s assume, now, that the authority is exercised and the President imposes 
real-estate credit controls on September 1, 1953. Presumably under the pro- 
visions of SOL (a) as contained in 8S. 1081 there has been a concurrent resolution 
of the Congress giving the President the authority to impose controls. Such 
controls and the authority would expire at the end of 90 days under SOL (a) and 
specifically on real-estate credit controls after 90 days as provided for in section 
606, as amended, However, under the provisions of subsection (a) of section 
717, as proposed, June 30, 1955, is a later date than November 30, 1953. Thus 
title VI would continue to be in effect under the amendment to section 717 until 
June 30, 1955. 

We do not in any Way question the intent of the authors of the Senate language, 
but respectfully suggest that the apparent ambiguity should be brought to the 
attention of vour committee. 

We are not in a position to offer an opinion on the necessity of extending allo- 
‘ations and priority legislation. If in the wisdom of Congress such a program 
should be extended, we respectfully suggest that it be for no longer period than 1 
year which will provide opportunity for congressional review before June 39, 1954. 
lt is significant that the administration did not request a 2-vear extension nor 
did any of the major witnesses before the Banking and Currency Committee, to 
the best of our knowledge. 

We are of the opinion that any form of standby controls is unnecessary and 
undesirable. If the Congress is required to meet for purpose of concurrent 
resolution or declaration of war, it seems reasonable to assume it would have 
ample opportunity of passing the type of legislation provided for in S. 1OS8L if 
judged necessary or desirable under circumstances then prevailing. We believe 
that the imposition of such standby legislation at this time would be a deterrent 
to the orderly restoration of a free economy as has been recommended by the 
President. No new artificial uncertainties should be introduced into our economic 
system now striving for stability. 

We wish to point out that our comments on the dangers and ambiguities of 
certain provisions of 8. 1081 should not in any wav be construed to mean endorse- 
ment of any of these or other provisions in the bill. 

We are wholeheartedly in favor of leaving the decisions of the need and time 
for imposition of any form of control or regulation upon private business entirely 
in the hands of the Congress. Such authority should not be vested in the 
President, in our opinion, even on a standby basis and subject to congressional 
action. 
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ScaRAMELLI & Co., 
New York 13, N. Y., May 26, 1953. 
Congressman Jesse P. 
House of Representatives, Washington, D. C. 
HONORABLE Sir: We are enclosing copy of letter written to the Honorable Ezra 
T. Benson, Secretary of Agriculture, concerning regulations on imported cheeses. 
We trust that our opinion outlined in said letter will be helpful to you in reach- 
ing a decision when the trade agreements and section 104 of the Defense Produc- 
tion Act will come to a vote. 
We are also enclosing copy of a message to our people published July 29, 1952, 
by our president, supporting the election of General Eisenhower. 
We are facing a troublesome world; therefore let us all cooperate in keeping 
America steadfast to the principles and ideals that made our country great. 
Very truly yours, 
Lovuts J. President. 


May 20, 1953. 
Hon. Ezra Tarr Benson, ; 
Secretary of Agriculture, Washington, D. C. 

Dear Str: The Tariff Commission is investigating the situation on imported 
cheese. 

Writer, as honorary president of the American Chamber of Commerce for 
Trade with Italy, Ine., of New York, and known as the dean of the American 
cheese importers, does herewith outline his opinion concerning cheese import, 
which also represents the sentiment of the American cheese importers. 

The restriction on cheese imports under section 104 of the Defense Production 
Act, has brought about a severe loss to small American business. 

Our firm has imported for over 50 years, large quantity of provolone and 
parmesan cheese from Italy, which sells in this market 25 cents per pound higher 
than any similar type of cheese made in this country; and vet we have not been 
able to import any of said cheese for over 6 months due to quota restriction. We 
contend that the present laws and regulations on cheese imports are penalizing 
all the American importers and friendly nations as well. 

Section 104 was rushed through Congress without much debate and although it 
pola one that all cheeses noncompetitive should be decontrolled, nevertheless, the 

Jepartment of Agriculture has not as yet decontrolled the noncompetitive provo- 
lone and parmesan cheeses imported from Italy. 

It is evident that Congress never intended to prevent the importation of cheese 
which selis here at a higher price than any similar type of cheese made in this 
country. 

True, and justly so, that sheep's milk cheese, which is not made in this country 
and imported Swiss cheese, which sells here 25 cents per pound higher than do- 
mestic Swiss type, have been decontrolled, but for the same reason Italian provo- 
lone and parmesan cheese should be decontrolled. 

In addition, the Department of Agriculture, by taking as a base the import 
record of 1948 to 1950, the American importers of cheese from Italy were severely 
penalized, because due to the destruction of cattle in Italy during World War II, 
Italian dairy industries were not in full production in 1948-50, therefore, it 
would have been more equitable to take as a base a prewar import record, such as 
from 1936 to 1939 for all nations. 

Let us not forget that Italian-type cheeses were originated in Italy, imported 
in the United States for over 75 years, which were imitated here and in other 
countries. By taking the import record of 1948-50 as a base, Italy was severely 
penalized, 

Writer, with over 50 years of experience in the international trade, wishes 
to state that the interest of the American people is best served by eliminating 
section 104 of the Defense Production Act. 

To illustrate, the record is as follows: 

1. With the trade agreements the rates of duties were reduced, which deprived 
the American people of additional revenue. 

2. With the reduction of duties, some foreign countries were able to export 
some cheese to the United States at low prices conflicting with domestic cheese of 
similar type. 

3. To meet import competition our Government granted subsidy to American 
manufacturers of cheddar cheese, butter, etc., Which kept high prices to American 
consumers. 
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Both tariff reduction and subsidy have penalized the American people. 

The result has been that domestic cheese makers find it more profitable to 
made cheddar or butter and sell it to our Government, which is responsible to 
increase the yearly domestic production of cow’s milk cheese to 1,200 million 
pounds, whereas, the highest import cheese record from all foreign countries is 
less than 60 million pounds. 

Certainly the solution of this problem cannot be found by telling the American 
consumers the types of cheese they must eat; but rather, in correcting the method 
of granting subsidy and reduction of tariff. 

If our dairy industries find themselves with a large production, they cannot 
blame it on the small importation of 60 million pounds of cheese from all nations, 
but rather blame it to the nonpractical Government regulations. 

We realize that such a problem cannot be solved overnight; but if we are to 
continue practicing our free enterprise system, which we should, then any adjust- 
ments should be based upon the sound business principle of supply and demand. 

It seems to us that the logical solution should be to extend trade agreements 
for 1 vear, eliminate section 104 of the Defense Production Act, and if found 
advisable, to retain some restriction on the importation of cheese, which we do not 
believe necessary; then impose restriction under section 22 of the Agriculture 
Adjustment Act except on all imported cheese that sells here at higher price than 
any similar domestic type cheese. 

The President of the United States has the power under our tariff laws, to 
reduce or increase 50 percent the rate of duties within 30 days. Said power of the 
President should remain and when necessary the President can put into effect a 
reasonable increase of duty against such imported products that will cause unfair 
competition to American industries. 

If the above suggestions are put into effect, in due time the result will be that 
domestic and import problems will find its own level. 

We do know that America has become the most powerful nation in the world 
by practicing our free enterprise sustem. Tet us keep it that way. 

Respectfully vours, 
ScaARAMELLI & Co., INe., 
Louis J. SCARAMELLI, 


, 
ve side ne. 


P. S.—We are sending a copy of this letter to our Senators and Congressmen. 
A Messace ro Our Prope 


On July 29, 1952 I published the following message supporting General 
Kisenhower for President: 

Dear FrieNps: For the preservation of our political two-party system which 
represents the backbone of our freedom we need a complete change of administra- 
tion best obtainable by electing General KLisenhower and a Republican Congress. 


FOREIGN POLICY 


The real issue in this campaign is socialism versus liberty. When President 
Theodore Roosevelt returned from a trip around the world in 1909, I heard him 
say: “From my trip I have learned that in order to preserve peace we must be 
prepared for war.” This statement is still true today and more so. 

The idea of one world is still a dream. True, we were all created equal but we 
were not born equal as to race, creed or color and above all less than 15 percent 
of the people of the world were born with executive ability, upon which the progress 
of the world depends. 

The real world problem is the proper distribution of raw materials among 
nations in order to assure a decent standard of living for all people. 

The Marshall plan has been very helpful to our allies; but presently no one 
should expect any longer something for nothing. Therefore, 1 believe that, 
hereafter we should limit donations and help our friends by selling them on credit 
the materials they need to run their factories and provide full employment. By 
selling on eredit we assume some risk; but if in a term of vears we should sustain 
some losses, they will never be as large as the cost of wars. With wars, win or 
lose, everybody loses. 

We must export every year about $25 billion to maintain our standard of 
living, therefore, it is advisable to keep our Army in Europe where needed to 
defend our liberty and to protect American investments as well. 
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After World War TI all allied nations disarmed too fast, possibly because we 
assumed that the United Nations would be sufficiently powerful to prevent wars. 

Unfortunately, the United Nations. after 1 vear is still negotiating a truce 
without results. America is carrving about 90 percent of the burden in Korea 
and it is about time to take positive action, If the United Nations is to survive; 
it must at its annual meeting in October, find a solution to the Korean war even 
at the sacrifice of an economic boycott against our enemies. 

At the proper time General Eisenhower shou!d meet Stalin and repeat to him 
that without the help of America there would not be any Russia today. The 
general should insist that al! the nations that were invaded by Russia at the 
end of World War IT be given the opportunity to choose their form of govern- 
ment by a free election and return to free international trade, upon which largely 
depends a decent standard of living for everybody 

Communism and freedom are opposite ideologies and it will take time to 
straighten out the world. We must increase our efforts to reach the people all 
over the world, so that those believing in freedom will eventually overthrow 
totalitarian governments. 

We must tell the world that the American people will always fight to preserve 
their freedom, as they did in the last two World Wars, which to our allies meant 
the preservation of their existence. 


DOMESTIC POLICY 

The biggest problem that confronts us today is the struggle between manage- 
ment and labor. We know that all strikes have been eventually settled and 
vet they cost every vear about $25 billion in lost wages alone. 

Ali labor disputes and particularly with publie utilities such as, post. office, 
telephone, telegraph, transportation, radio, steel, coal, oils, ete., should be subject 
to the 80 day mediation period provided in the Taft-Hartley law before a strike 
is declared. 

If the Taft-Hartley law had been enforeed in the last steel strike, we would 
have saved millions of dollars lost in the steel business and the loss of wages to 
labor plus additional inflation. 

Today, union members of all classes seem to be afraid to express their feelings 
at public meetings. The only time that union members can express their wishes 
is in a private ballot box, as proven by Senator Taft's reelection with a majority 
of nearly a half million votes. 

For this reason, before a strike is declared the seeret ballot of all union members 
provided in the Taft-Hartley law should be enforced. 

Every effort should be made to find a modus vivendi between labor and manage- 
ment to prevent strikes which jeopardize the welfare of everybody which ineludes 
union members as well. 

Our Government should not control or monopolize our commerce and deprive 
American business of the right to operate under our free-enterprise system. Big 
business between governments operated with our taxpavers’ money is detrimental 
to American free trade which made us the leading progressive Nation. 

We must reduce expenses and above all eliminate corruption in Government. 
We have numerous ways of providing employment with such projects as irrigation, 
soil preservation, and self-sustaining national highways. All of these and many 
other projects can provide work for millions of people. 

Above all we must stop inflationary measures such as the spiral inerease of 
wages with corresponding price increases of all consumer goods; otherwise, we 
will not avoid the national disaster of 1930. 

Our dollar is already worth about 50 percent less than it used to be and we 
must stop the devaluation of our dollar if we are to remain solvent. This can 
best be done by savings and reducing taxes, 

The Democratic national ticket is headed by outstanding Americans but the 
sins of the New Deal and of the Fair Deal are bound to remain. We must conduct 
a politieal crusade and impress upon the American people the need for action 
as follows: 

1, Communism versus freedom. 

2. Abolish Government control of business and practice our system of free 
enterprise. 

3. Clean up corruption and reduce expenses. 

4. Enact strike laws to prevent enormous losses to wage earners. 

5. Introduce a sensible agricultural program without undue discrimination 
against imports. 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1953 341 

6. Provide sufficient tariff protection to cover the difference of the eost of 
labor here and abroad. 

7. Reduce taxes every year. 


8. Appeai to the youth of American who have lived in a era of socialistic legis- 
lation, detrimental to our freedom to vote Republican for the protection of their 
future. 


9. Prevent the socialization of medicine, avoid socialized education in our 
public schools, 

10. Chanze administration for the good of everybody. 

11, Organize every community to get the people out to vote 

The Democratic Party has already said and will repeat the famous slogan of 
1948: “Are you not better off financialiy than ever before?’ The answer is 
“No,” and it is given by the administration in a recent published statement which 
reveals that most working families are in the red for over $400 a vear. 

Let us remember that the next President may have to assume the respensibility 
of defending out country. 


i 


General Eisenhower, in leading our valiant and heroie soldiers, won the peace: 
besides Mr. Eisenhower, not as a general alone, but mostly with statesmanshij 
and diplomacy has recently organized the NATO in Europe for the preservation 
of peace. This administration is losing the peace. Let us play safe and entrust 
our affairs of state to General Eisenhower. 

I prediet that General Eisenhower will be elected by a landslide, because most 
Americans regardless of their political affiliation, desire a change, and the general 
will go down in history as Abraham Lineoln No. 2 

We need a change with Eisenhower in order to preserve our prestige, our 
American way of life, cur honor and our freedom, 

Respectfully submitted, 


WasHineton 5, D. C., May 25, 1953. 
Hon. Jesse P. 
Chairman, Committee on Banking and Currency. 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrmMan: Under the Defense Production Act of 1950, as amended, 
industry was required to submit to the Office of Price Stabilization information 
peculiar to individual manufacturers in the form of cost analyses and substantiating 
data and figures to justify eciling prices. Much of the information filed was 
pursuant to OPS Forms 15 and 18 whieh required the furnishing of information 
as to material and labor costs, and the lowest ceiling price to dealers and other 
substantial purchasers. Many concerns consider these cost figures and data as 
highly confidential and take the position that any disclosure of the same would 
be detrimental to their interests. Not oniy are they concerned over the pos- 
sibility of making such information publie generally, but feel there should be no 
disclosure of facts and figures required to justify ceiling prices made to other 
agencies and departments of government. 

Section 705 (e) of the Defense Production Act, under which the cost data was 
collected and price ceilings imposed, provides for nondisclosure of any information 
obtained thereunder which either (1) ‘‘the President deems confidential,” or 
(2) “with reference to which a request for confidential treatment is made by the 
person furnishing such information.” This probably contemplates a request for 
confidential treatment made at the time of submitting the information to OPS, 
and it goes without saying that a request for confidential treatment was rarely, 
if ever, made at the time of submitting the information. 

We would respectfully suggest that if the Committee on Banking and Currenev 
of the House approves 8. LOSL or any other bill now or hereafter introduced 
upon the subject of price controls, that it give consideration to including the 
following language or language of similar import in any bill on price controls 
which it may approve and recommend for passage. 

“All information obtained by the Office of Price Stabilization under section 705 
of the Defense Production Act of 1950, as amended, and not made publie prior to 
April 30, 1953, shall be deemed confidential and shall not be published or dis- 
closed, either to the public or to another Federal ageney, unless the President 
determines that the withholding thereof is contrary to the interest of the national 
defense, and any person willfully violating this provision shall, upen conviction, 
be fined not more than $10,000 or imprisoned for not more than one year, or both.” 

Should the committee desire to have us appear before it to discuss this proposal 
we shall be very happy to come at its convenience. However, we believe it must 
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be clear to all that from a business standpoint, in adopting this suggestion now 
that controls are ended, Congress will allay any fears that industry might have 
that its compliance with the price controls sections of the Defense Production 
Act of 1950, as amended, will be held confidential. 
Very truly yours, 
Harter & CaLuoun, 
Dow W. Harrer. 


CHAMBER OF COMMERCH OF THE UNITED STATES, 
Washington, D. C., May 28, 1953 
Hon. Jesse P. Woucort, 
Chairman, House Committee on Banking and Currency, 
Tlouse Office Building, Washington, D. C 

Dear Mr. Woxtcorr: The Chamber of Commerce of the United States reeom- 
mends that your committee approve legislation to provide for a 90-day freeze on 
wages, prices, and rents in case of war. 

‘The chamber is opposed to the use of credit controls except as & war measure 
and believes that authority for priorities and allocations should be confined to 
the budget needs of national defense, including stockpiling, and authorized military 
assistance to foreign nations. 

The chamber is opposed to wage, price, and rent controls, having testified 
before your committee on that point just a year ago. Such controls are unneces- 
sary and are thoroughly harmful to the operation of the economy. Indirect 
measures, rather than direct controls, are the proper way to control inflation. 
Direct controls have now been removed. 

We oppose any form of standby controls, or the enactment of authority for 
such controls on a standby basis. Certainly no standby organization for wage, 
price, and rent controls should be maintained. 

Legislation authorizing such controls would continuously impose the threat of 
action and therefore would serve as a barrier to the free play of economic forces. 
It would disrupt and make extremely difficult, if not impossible, rational planning 
by business for the future. Standby controls would encourage higher prices and 
wages by stimulating those able to do so to raise both as high as possible in order 
to have a favorable base period in case direct controls were reimposed. There 
always would be the fear of getting caught with special sale prices or markdowns. 

Furthermore, we believe it is virtually impossible to write a standby controls 
law for future use that would serve our dynamie and changing economy. Almost 
certainly, many of the provisions providing methods and formulas for putting 
into effect control provisions of any standby legislation would have to be written 
at the time they were needed, or, if placed in the standby legislation, would haye 
to be amended. ‘That would be tantamount to rewriting the legislation, 

On the other hand, the chamber recognizes that the present state of world 
conditions is such that the possibility exists of serious and rapid adverse inter- 
national developments which might threaten the national security of the United 
States. In case of such emergency, and remembering the wave of fear and 
psychological reaction that swept the country in 1950, rapid action to prevent a 
cumulative spiraling of wages, prices, and rents may be necessary. It is recog- 
nized that the Congress must have time to consider legislation in such an emer- 
geney. Furthermore, it is recognized that in the emergency following a declara- 
tion of war or an attack upon this country, price relationships ean become dis- 
torted in a matter of a few days or even hours. 

The members of the national chamber, in their annual meeting last month, 
decided that steps should be taken now vo avoid @ repetition of the inflationary 
situation of 1950 in the event of a military emergency. The members also were 
concerned about what would happen if Congress were not in session at such a time. 

To meet all of these problems, the chamber members voted unanimously for 
the following statement of principles: 

“The chamber reaffirms its position that wage, price, and rent controls are 
unnecessary and harmful except in case of imminent threat to the national 
security from a foreign source. Because of the desirability of restraining a rapid 
cumulative wage-price-rent spiral in such eases, the chamber favors the enactment 
of legislation authorizing a simultaneous freeze of wages, prices, and rents which 
may be invoked for a period of not more than 90 days by the President when 
Congress declares a state of war, or the President or Congress declares a national 
emergency arising from a foreign source. Such legislation should expire no later 
than April 30, 1955.” 
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The chamber recommends that title 8 of S. 1081 be amended accordingly. We 
also recommend that the President be given the necessary authority to make 
proper exemptions during the 90-dav freeze. , 

You will note that the above quoted statement specifically does not apply to 
domestie economic dislocation or instability. Such internal instability must be 
cured by indirect monetary, fiscal, and credit measures. : 

The statement simply means that the President would be provided, for a 2-vear 
period, with emergency power to impose a simultaneous freeze on wages, prices, 
and rents up to 90 days, before any significant spiraling of prices and rents 
occurred, 

As for priorities, allocations, and materials controls, the chamber believes that 
they should be limited to strategic and critieal materials necessary to the national 
defense, and should apply orly to that part of the supply of those specifie materials, 
required for defense needs, rather than to the total supply. 

The chamber is opposed to the use of direct controls over credit except as a 
war measure, These controls, particularly over consumer and real-estate credit, 
are complex in their operations and arbitrary in effect. Except in ease of wartime 
emergency, the effective utilization of general credit. controls and proper monetary 
debt management and fiscal policies are sufficient to maintain economic stability. 

In the case of war or grave national emergency, there will be sufficient time for 
the Congress to authorize the use of such controls. Therefore, no standby 
authority in this area is necessary. 

I would appreciate it if you would make this letter a part of the record of your 
current hearings. 

Cordially yours, 
CLARENCE R. MILEs. 


NaTIONAL Retatt Dry Goons AssoctraTion, 
Washington, D. C., June 3, 1953. 
Hon. Jesse P. 
Chairman, House Committee on Banking and Currency, 
House Office Building, Washington, D. C. 

Dear Mr. CuatrMan: There is enclosed herewith a statement by Mr. Perry 
H. Meyers of Allied Stores Corp. in which are expressed the views of the National 
Retail Dry Goods Association on S. LOS]. 

It will be sincerely appreciated if Mr. Meyers’ statement is made a part of the 
record of hearings on this legislation. 

Sincerely yours, 
Joun C. Hazen, 
Vice President-Government. 


By Perry H. Meyers, ALLIED Srores Corp., ON BEHALF OF THE NATIONAL 
Retain Dry Goons Association COMMITTEE ON BANKING AND CuR- 
RENCY ON STANDBY CONTROLS 


Gentlemen, I wish to take this opportunity to place before your committee the 
views of the National Retail Dry Goods Association which represents some 
7,500 department, specialty and chain stores located in the 48 States, Territories, 
and the District of Columbia. The total annual retail sales of the association 
membership are in excess of $10 billion. 

On the basis of the experience of member retailers during two periods of emer- 
gency controls, the National Retail Dry Goods Association has taken the position 
that it opposes the imposition of direct controls on prices, wages, or credit, except 
under the conditions of the most extreme national emergency. Consequently, 
the association urges your committee to reject title VI, control of consumer and 
real estate credit and title VIII, temporary emergency price wage and rent ceilings 
of the proposed act 8. 1081. Our reasons for this position are as follows: 

1. At the present time, with defense taking approximately 15 percent of total 
production of goods and services, supply and demand are in fair balance. 

2. While we fully recognize that inflation, and particularly the type of inflation 
which occurred after the Korean outbreak, is a major threat to the health of the 
American economy, we believe that such inflation ean best be controlled by 
traditional indirect. controls, particularly of money and credit. If at any time 
there is a serious danger of inflation, the following measures should help to reduce 
excess demand, and to strike directly at the imbalance of supply and demand, 
which is the root of inflation. 
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(a) A pay-as-we-go fiseal policy. 

(b) General fiscal controls such as higher interest rates, and curtailed 
Federal Reserve support of the Federal bond market. 

(¢) Reduction in the nondefense expenditures of all Government bodies, 
National, State, and local. Such a program as we hope the present adiminis- 
tration has adopted, should provide for maximuii economy in government 
and should eliminate all wasteful practices and duplication. 

(d) An effective drive to promote greater voluntary savings by individuals. 

(e) All possible encouragement to manufacturers to inerease their output. 
Much of the price rise in the vear following the Korean invasion may be 
ascribed to a general underevaluation of our industrial potential, plus the 
Government’s failure to apply vigorously, deflationary indirect controls of 
the type suggested, 

In passing it should be noted that at the present time we do not foresce inflation. 
The steps mentioned above are suggested only if there is a change in the inter- 
national situation causing renewed inflationary pressure. 

3. In our opinion, direet controls are generally ineffective. While in the event 
of total war, they may become necessary, their limited effectiveness even under 
these extreme circumstances depends largely on basie fiseal policy and indirect 
controls. It is extremely debatable whether or not direct controls were necessary 
during the reeent emergeney or were at all effective in eurbing inflation 

1. Direet controls, or even the threat of direet controls, frequently feed the 


inflation they are supposed to combat. If the adininistration has the authority 
to impose a freeze, there is a natura! temptation for many sellers to raise their 
prices to obtain higher ceilings if and when a freeze is adopted. Moreover, a 


freeze of prices and wages tends to dislocate supply and io divert production fron 
needed items, and thus creates shortages, or at least hastens their development 

5. Direct controls are inevitably discriminatory. Such controls on prices and 
wages must favor those who happen to be in a good position as of the freeze « ate, 
and thus may benefit those who have deliberately raised prices to anticipate the 
freeze. Similarly, controls on credit are discriminatory against those classes of 
purchasers who have the greatest need for credit to facilitate their buying. 

6. Even the threat of a freeze tends to hinder the operation of a free-price 

system, since sellers will be reluctant to reduce prices, as may be required by 
conditions of supply and demand. 
7. The granting of authority to control credit and freeze prices, wages, and 
rents inevitably makes the imposition of controls primarily a political, rather than 
an economic decision. There is an obvious temptation for any administration 
to resort to controls to make a show of vigorous action, and gain popular approval. 
Hence, there is danger that a more basic and effective fiscal policy which really 
cuts at the roots of inflation will not be applied simply because such measures are 
less popular than the show of direct controls. 

8. It should be recognized that even a temporary imposition of direct controls 
imposes a real hardship on the business community because of the required reeords, 
and special personnel, 

9 Even the granting of standby authority plays into the hands of those who 
believe in controls for controls sake. The general sentiment of the couniry 
recognizes the efficiency of the free-price system as a machinery for allocating 
goods and resources. However, there is still a significant minority who advocate 
a kind of totalitarian economy based on Government controls. The present bill 
S. 1081t would be a real concession to this minority’s belief that direet controls 
are an emergency cure-all. 

In conclusion, let us note that we live in a time when emergency has become 
almost the norm of daily existence. We are dealing with these emergencies both 
by foree of arms and with our money only in order to preserve our basic freedoms. 
In part, at least, these freedoms, as Was recognized by the founders of this country, 
must depend upon the freedom of the marketplace. To maintain our strength 
it is necessary to preserve this freedom as far as is possible, and to preserve the 
greatest measure of normalcy even in the midst of emergency. An aet which 
provides such great authority on the declaration of an emergency, inevitably 
encourages the overestimate of emergency, and the consequent dislocation of 
normal economic functions. 

If unhappily, there should arise a degree of emergency beyond what now exists, 
it should be possible for Congress to act decisively and rapidiy, and to base its 
action on a sound appraisal of an actual crisis, rather than ou speculation as to, 
some indefinite future contingency. 


| 
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WESTERN States Meat Packers ASSOCIATION, 
Washington, D. C., June 2, 1953. 
Congressman Jesse P. 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 

Drar Mr. Wortcorr: The Western States Meat Packers Association, Ine., 
appreciates your invitation to express the views of our members on Senate bill 
1081, which extends the Defense Production Aet and ineludes authority in an 
emergency to freeze wages, prices and rents. ; 

The members of our association are independent meat packers and processors. 
There are 423 companies in the association. I have served as Washington 
representative since 1946. Our president and general inanager is Mr. E. FP, 
Forbes of San Francisco. 

Meatpackers, because of their firsthand knowledge of the failure of price con- 
trols, completely agree with vou in your opposition to a standby freeze. 

We believe no President should ever be given authority to invoke economic 
controls. Since Congress is the only body which should have sueh authority, 
it stands to reason that Congress could meet and adopt a freeze bill almost as 
quickly as it could meet and pass a resolution to invoke standby controls. 

Therefore, we urge you and your committee, as you consider the legislation 
before you, to strike out the 90-day freeze provision adopted by the Senate 

Based on our experience with economie controls in World War II and again 
following Korea, our members can state emphatieaily that price controls do not 
stop inflation. In fact their effect is inflationary. 

Price controls are arbitrary, unfair, and unworkable. They cause people to 
have disrespect for law and government. They penalize the honest while reward- 
ing the dishonest. They jeopardize the competitive free enterprise system whiel 
has made this country the most productive country on earth. 

We believe it is evident that price controls are very detrimental to our national 
welfare and strength. They impede the operation of the laws of demand and 
supply, create gray markets and black markets, and disrupt distribution causing 
a scarcity of goods and services in various parts of the country. They destroy 
the incentive to increase production of needed goods and materials. They 
require millions of man-hours of unproductive work to study regulations and make 
reports. Price controls have always failed and always will fail in this or any 
other country. 

This Nation is a great Nation because it is free. Our people love freedom and 
are entitled to it. They should not be subjected to a cloud of controls hanging 
over their heads. It is incredible to the members of our industry that Congres- 
could seriously consider passing standby control legislation or a 90-day freeze. 
They cannot believe that Congress is willing to place the free enterprise system 
in jeopardy by this type of action. 

Demand and supply is the most effective and fair way to establish price levels 
Back in 1951 when meat prices reached their peak, a cry went out from government 
officials and some members of Congress that meat was too expensive to cat, 
This false impression was heightened when those who favor government economic 
controls made the livestock and meat industry a special ““whipping boy” or open 
target for all sorts of erroneous charges. 

Meat packing profits average only seven-tenths of 1 percent on each dollar of 
sales. Meat packers make less margin of profit than any other major industry 
based on percent of sales or percent of net assets. Competition between packers 
in the United States has brought about outstanding efficiencies in slaughtering 
and processing. 

These savings have been consistently passed along to the livestock producers 
and to the consumers. The high percentage of the sales dollar received by the 
producers has been a great incentive in building up the large livestock industry 
in this country. Meat packers pass on to the livestock producers about 79.5 
eents of every sales dollar. This is an outstanding achievement and a great 
credit to our industry. 

When meat prices reached their peak in 1951, consumers were spending only 
5.6 percent of their income for meat. This is the percentage of income they have 
elected to spend for meat for the past 20 years. 

But in 1951 they were receiving more pounds of meat per capita than they had 
received before the war. Also, the quality of the meat had been considerably 
improved, In relation to income, meat in 1951 was the cheapest it had been 
in the last 20 vears. The recent drop in retail prices means that consumers are 
now receiving tremendous bargains at the meat counter. 
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Individuals who favor price controls on the meat industry entirely fail to 
appreciate that every pound of meat that comes into the retail butcher shops is 
a perishable product that must be sold quickly before it spoils, It must be sold 
at whatever price the customers are willing to pay for it. The consumer is com- 
plete boss in the market place. Meat is always priced to move it quickly. 

When meat becomes scarce in relation to demand, consumers bid up the price. 
When the price moves up it becomes more profitable to produce livestock and 
producers bend every effort to increase the supply. When the supply inereases 
the price of meat in the retail stores must be lowered to attract customers to buy 
the meat. 

Free competitive enterprise gives us the best possible regulation of meat 
prices. There are about 6 million farmers producing livestock, over 4,000 
commercial slaughtering companies, and more than 200,000 retail meat dealers. 
This provides an abundance of competition at all levels of production and dis- 
tribution. 

The livestock and meat industry has no confidence in price controls and never 
will, because controls have been proven time and again to be completely unwork- 
able. If controls bring down the price of meat, consumers ean buy more and the 
demand promptly increases. The decrease in price, however, makes it less profit- 
able to produce livestock, so the incentive to increase production to meet the larger 
demand is removed. 

If controls hold down the price, meat becomes searce and a black market de- 
velops. When black markets develop, controls penalize the honest while reward- 
ing the dishonest. When black markets exist, livestock and meat cease to be 
available to legitimate packers and retailers so they are forced to decide whether 
they want to go broke or become dishonest. In the spring of 1946 when black 
markets were at their worst, the Government and the industry estimated that 
90 percent of the beef supply was selling in the black market. Could there be 
any stronger indictment against the use of controls? 

President Eisenhower, in his State of the Union message on February 2, 1953, 
said, “The weight of evidence is against the use of controls * * *. They have 
proved largely unsatisfactory or unworkable. They have not prevented inflation. 
They have not kept down the cost of living. Dissatisfaction with them is wholly 
justified. TI am convinced that now—as well as in the long run—free and com- 
petitive prices will best serve the interests of all the people, and best meet the 
changing, growing needs of our economy.” 

Government controls have been sold to part of the population by a constant 
stream of propaganda. We believe controls are the surest and quickest road to 
socialization and the poverty of our people. 

The executive branch of the Government is trying to reestablish the principles 
of self-reliance and the dignity of work in the minds of the people. Standby con- 
trols, if enacted, will make the job much more difficult. People will continue to 
look to the Government for favor and support, and corruption will be the order 
of the day. 

The 90-day freeze is a definite danger to our society. It would be the first 
time in the history of this country that we have had legislation which would 
establish economic controls as a regular principle of government. 

High production is the real answer to the problem of inflation, but this goal is 
much more difficult to reach when unrealistic, arbitrary, confusing, and unsound 
price controls are voted by the Congress. 

You cannot have cheap meat and cheap dollars. We are convineed that the 
solution to the inflation problem is to restore the value to the dollar and not to 
concern ourselves with techniques such as price controls which are not even 
designed to deal with the problem. 

We should make sure that we handle the national debt in a way not to increase 
the money supply. And we must cut Federal expenditures. 

Our industry believes in the American way of life. Our system respects indi- 
vidual initiative and stimulates production and thrift. 

We have faith that this Nation will remain strong. And it will remain strong if 
the Congress will help to guard the citizens against encroachments on human 
liberty. The loss of a free market inevitably brings corruption, corruption brings 
more controls, and the controlled economy brings enslavement of the people. 

Your sound efforts to safeguard American enterprise from unnecessary and 
destructive Government interference is greatly appreciated. 

Respectfully yours, 
L. Buaine LILsJENQUIST. 
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Jewish War VereraNs or THE Unrrep Staves or AMERICA, 
Washington, D. C., June 3, 1953. 
Hon. Jesse Wotcort, 
Chairman, House Banking and Currency Committee, 
House Office suitding, Washington, 

Dear Mr. CuarrMan: Since your hearings, schedule was so full, Lam submitting: 
herewith, a brief statement re S. 1081 which I shall appreciate your putting ir 
the record of your hearings on the bill. I am also enclosing the statement I 
made before the Senate Banking and Curreney Committee which appears on 
page 604 of part II of the Senate hearings record. 

With all good wishes. 

Cordially yours, 


BERNARD WEITZER, 
National Legislative Director. 


STATEMENT OF BERNARD WEITZER, NATIONAL LeGisLATIVE DirEecror, JEWISH 
Wark VETERANS OF THE UNITED States oF AMERICA Berorr House BANKING 
AND CURRENCY COMMITTEE ON S. 1081 


The Jewish War Veterans of the United States of America have long and con- 
sistently favored economic controls by our Federal Government during War or a 
period of national emergency as declared by the President. The reasons for the 
stand of our organization are briefly enumerated in my testimony before the 
Senate Banking and Currency (see p. 604, pt. 2, and p. 955, pt. 3, hearings on 8. 
753 and 8. 1081). 

Controls have paid off in benefits to the general public, to business and to our 
Government in checking runaway inflation and in preventing economie chaos 
which would have been the inevitable result of the absence of such controls. 

S. 1O8L now before vour committee goes only part way to meet the problems 
we shall face in the event of war or a national emergency. It is in our opinion, 
essential, that standby controls by available for immediate use in case of a national 
emergeney proclaimed by the President. Lacking complete standby controls of 
prices, Wages, rents and of the other factors affecting national security, the least 
that can be done is to have standby authority for the President to institute a 
90-day freeze of prices, wages, rents, etc. immediately upon his declaration of a 
national emergency and coincidentally to call Congress into session to legislate 
the needed economic controls program. 

As &. 1081 passed the Senate that part of the bill dealing with the ¢‘freeze’’ is 
too weak to meet an emergency or War need for it requires the Congress to approve 
the President’s declaration of a national emergency. This will undoubtedly slow 
up action and add to the perils we face. There is no ground for fear that the 
President would be capricious in declaring a national emergency but Congress 
would have the power at once to cancel such action. I hope that vour committee 
will rewrite that part of 5. 1081 to provide that the President shall be empowered 
to declare a national emergency exists without having a corresponding resolution 
by the Congress in order to put the ‘freeze’? into effect. But the President 
should be required, if the Congress is not in session, to call a special session coin- 
cidentally with his declaration of a national emergency. 

I hope vour committee will not reinstate the old section 104 relating to imports 
of dairy products nor write any similar legislation regarding other products. 
The Ways and Means Committee is now considering legislation for extension of 
the Reciprocal Trade Agreements Act and it seems the control of imports should 
be tied in, if at all necessary, with that act. 


TreSTIMONY OF BERNARD WeitzerR, NATIONAL LEGISLATIVE DirectTOR, 
Wark VETERANS OF THE UNITED STATES OF AMERICA BEFORE THE SENATE 
BANKING AND CuRRENCY COMMITTEE RE STANDBY Economic CONTROLS 
Marcu 13, 1953 


It is a pleasure and a greatly appreciated privilege to appear, once again, before 
your committee on behalf of the Jewish War Veterans of the United States of 
America to support standby economic controls which vou are considering. It 
Was at our 62d annual convention held in St. Paul, Minnesota, October 15-19, 
1947, that our organization passed a resolution from which I quote in part: 
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“Whereas any future war will involve not only our Armed Forces but our entire 
population and all of their efforts and all of our resources if we are to meet any 
aggressor’s challenge quickly and successfully: Now, therefore, be it 

“Resolved: That a standby program be formulated during the 81st session of 
Congress for mobilizing our industrial, transportation, construction, distribution, 
agricultural, and financial resources to go into effect immediately upon declaration 
of war and providing for severe limitation upon private profits such as have 
accrued in previous wars.” 

At subsequent conventions since, we reiterated that position and at our 55th 
and 56th annual conventions held in Asbury Park, N. J., and in Atlanta, Ga., 
respectively, in 1950 and 1951, the following resolution was passed and reaffirmed: 
te “Whereas the Jewish War Veterans of the United States of America has been 
in the forefront of public support for every measure calculated to insure the secur- 
ity and welfare of the United States; and 

“Whereas, in line with this long-established policy, the Jewish War Veterans 
of the United States of America has backed all legislation looking toward the 
development of a military establishment adequate to safeguard the United 
States, and to assist in defending the free world as a whole, from Communist 
aggression; and 

“Whereas the Jewish War Veterans of the United States of America, as a con- 
sequence of its established convictions on the security needs of the United States, 
fully endorsed and supported the action of our Government in assigning United 
States forces to uphold the authority of the United Nations in Korea; and 

“Whereas the present defense requirements of the United States are being 
seriously frustrated by a mushrooming inflation which is imposing ever-mounting 
burdens upon the taxpayers, simultaneousiy resulting in increases of from 50 to 
as much as 350 percent in the cost of military weapons and equipment: Now, 
therefore, be it 

“Resolved that the Jewish War Veterans of the United States of America urge 
upon the Congress of the United States the swift enactment of such economic and 
price controls as will serve to exercise an immediate check upon the inflation that 
now threatens to destroy the very national welfare and security for whose preserva- 
tion United States troops are now in battle in Korea.” 

I congratulate the chairman on his bill, 8. 753 and on 8. 1081, and his cosponsors 
on 8. 1081 for taking the initial steps which our organization originally recom- 
mended in 1947. The present somewhat uneasy stabilization period is a good 
time for your committee to give careful thought to the nature of the controls which 
should be immediately available in case of war, or a national emergency when and 
if declared by the President. 

It is time that we learned from the experience in the precontrol periods in 
World War II and the Korean conflict to protect ourselves against the inflationary 
forces which war and national emergencies project. The economic forces which 
normally function under our free enterprise system are necessarily distorted and 
frustrated by the enormous requirements of war. Our Government almost at 
once becomes the largest user of our productive capacity. Furthermore, there is 
a psychological reaction in such a situation which leads to scare buying by prac- 
tically every kind of business as well as by the general body of consumers. This 
creates an opening for innumerable speculators to enter the commodities and 
materials markets who add to the economic confusion and boost prices. 

Your committee in the hearings which it held on 8. 1897 during May and 
June 1951, gathered thousands of pages of testimony on what happened to our 
economy between the outbreak of the Korean conflict in June 1950 and the insti- 
tution of economic controls including price controls in January 1951. According 
to that testimony, the Senate Appropriations Committee found in December 
1950 that inflation had already cost us $3 billion in added military costs alone in 
the first 6 months after Korea. Likewise, Mr. Erie Johnston said, “Inflation 
following Korea raised the consumers’ price index about 8% percent. That has 
cost our people about 17 or 18 billions of dollars for the things they bought.” 
Practically all of the increase occurred during the 6 months when we did not 
have price controls. By May 15, 1951, the total rise in the cost of living over 
June 1950 figures, was approximately 10 percent. You can see how, following 
price controls, the increases in the cost-of-living figures tended to flatten out. 

I have not had an opportunity to check the figures of the corresponding situa- 
tion in World War Il. However, I do recall seeing the testimony of Mr. Chester 
Bowles at the time when he was in charge of price controls and appeared before 
this committee. I believe, what he pictured then, leads to the same conclusions 
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which Mr. Johnston pointed out in the spring of 1951, regarding the high cost 
of the absence of price controls in the last half of 1950. 

There is no doubt that price controls, allocations, rationing, credit restrietions 
and other economic controls are difficult to tack onto our free enterprise economy 
It is absolutely foreign to our thinking and our experience except in wartime. It 
is irksome to business men and it costs time and money to work under the neces- 
sary regulations. But when you take a look at the $17 or $18 billion which 
Mr. Johnston figures as the cost of preprice control inflation, then this standby 
economic control legislation which you are considering is a wonderful investment 
from which every business man, farmer, laboring man and consumer, will profit. 

You have had a steady parade of witnesses telling vou of their horrendous 
experience with controls and who have described the standby controls vou are 
considering as ‘“‘a sword of Damocles.”’ In my opinion that is a perfeetly natural 
reaction—like the man who has had an eperation and tends to magnify the pain 
and the suffering he endured—paying little heed to the faet that he might not be 
here to talk about it if he had not had the operation and is, in fact, better off for 
having had it. 

I am confident your committee will not vield to the defeatism expressed in 
such testimony. Many of your members have heard such stories before. [| am 
sure you are going to try to write the legislation so as to correct any basie faults 
which have been demonstrated in the administration of the Defense Produetion 
Act of 1950. 

I hope you will inelude in the standby controls legislation, control of meat prices 
and rents. Meat constitutes a substantial and important part of the family food 
budget and rental housing cannot be left free of controls without serious hurt to 
the average renter. 

When we can get away from these conditions whieh make economic controls a 
life and death necessity, I am certain that American businessmen will revert to 
their traditional policy of utmost encouragement of mass markets, improved 
products, lower prices through the most efficient production and distribution and 
a fair profit in a free competitive economy. In the meantime, they may be 
unhappy about it but they will accept and do the best they can under the economie 
controls which are essential in the fight against imperialist totalitarian commiu- 
nism. The men in our Armed Forees who have enlisted or have been indueted 
through selective service are setting an example by their saerifiees, which are 
greater than most of us have to make in the civilian side of the fight. 

The CHarrman. We may be able to terminate the hearings tomor- 
row morning, and if so, we will go into executive session on the bill 
Wednesday morning. 

The committee will adjourn to reconvene tomorrow morning at 10 
o'clock. 

(Whereupon, at 2:57 p. m., the committee adjourned to reconvene 
at 10 a. m., Tuesday, June 2, 1953.) 
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TUESDAY, JUNE 2, 1953 


Howse or REPRESENTATIVES, 
ComMITTEE ON BANKING AND CuRRENCY, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Jesse P. Wolcott 
(chairman) presiding. 

Present: Messrs. Wolcott, Talle, Kilburn, McDonough, Widnall, 
Betts, George, Mumma, McVey, Oakman, Hiestand, Stringefllow, 
Spence, Brown, Patman, Multer, Deane, O’Brien, Bolling, and 
O'Hara. 

The CHatrmMan. The committee will come to order. 

We will continue consideration of S. 1081. 

We have several distinguished Members of the Congress with us 
this morning. The Honorable William Colmer, of Mississippi, is our 
first witness. Congressman Colmer, we are very glad to have you 
proceed. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Cotmer. Thank you, Mr. Chairman, and members of the 
committee. 

Mr. Chairman, I appear here this morning briefly in behalf of the 
continuation of section 104 of the Defense Production Act. 1 under- 
stand that that whole question of controls is being considered, and I 
an very much interested in seeing that particular provision of the law 
extended and retained. 

My interest, I must confess, primarily stems from my very intense 
interest in a little industry that possibly but few of ]vou are familiar 
with, and I refer, Mr. Chairman, to the tung-oil industry, which is a 
comparatively small industry in this country and which unfortunately 
does not have too much appeal because it is a small industry and affects 
a very small portion of our people. 

Possibly I should, for the benefit of the committee and the record, 
tell you in « few words just what the tung-oil industry is and something 
of its importance to not only our economy, but to our national defense. 

Tung oil is an oil produced from the tung tree, which originated in 
the Orient, largely produced in China, and up until World War I we 
were dependent on the Orient for the tung oil used in this country. 
It is without question the best drying oil known. It gets its name 
“tung” from the heart-shaped leaf of its foliage. It is used as a 
drying oil. It is used extensively in electrical equipment particularly, 
where a high degree of dryness and protection is required, and is used 
rather extensively by our Navy. 
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That is the reason that it is grown in this country today. In World 
War I, we were caught short of tung oil and the Government and other 
interests encouraged the production of tung in this country. To indi- 
cate just how new it is, comparatively, | might mention, Mr. Chair- 
man, that although a comparatively voung man, | happen to have 
been one of the meorporators and directors of the first tung oil corpora- 
tion in my State, which is now the largest producer of tung oil in the 
country. Ll might add parenthetically that I am not now a director, 
nor do | own any tung oil acreage nor am | otherwise interested other 
than as a representative of the industry in the Congress. 

Tung oil is produced in this country in a belt of about a hundred 
miles wide along the coastal plains of the Gulf of Mexico only, be- 
ginning in the State of Florida, and extending across into Alabama, 
Mississippi, Louisiana, and Texas. It apparently will grow nowliere 
else in this country. 

Today we are producing, or hope to produce this vear, the all-time 
peak of 35 million pounds. There were approximately 185,000 acres 
planted in tung in 1950. It is slightly above that now. There is a 
capital investment of about $40 million. About 15,090 people are 
employed in'the industry. 

This country consumes——did last yvear—-47,863,000 pounds of tung 
oil. This country imported, last year, 29,800,000 pounds of tung oil. 
In other words, the importation is almost two-thirds of the consump- 
tion. 

In that connection, the question might be asked: How we imported 
29,800,000 pounds of tung oil last vear when the product originated 
in China and China has been our chief competitor? The answer is 
that although we suspect—although we can’t prove it—that some of 
this oil has come around through devious channels from China, into 
this country, we do know that a large portion came from the Argen- 
tine, which has recently gone into the production of tung oil and is 
now, with the world situation as it is, our chief competitor. 

Just after World War Il we succeeded in getting a support price 
for tung oil. Today that support price is the lowest of any of the 
support prices on any of the commodities: 62.2 percent of parity, or 
approximately 26.5 cents a pound. 

The cost of production of tung oil is $72.80 a ton—these are last 
vear’s figures—and the industry figures they have to have at least 
$73 a ton in order to break even, 

It is apparent that—— 

Mr. Brown. What is tung oil selling for now? 

Mr. Cotmer. Today tung oil is selling at about 27 cents a pound, 
which is about a half cent more than the support price: and if vou are 
interested, Mr. Brown, during the history of the support price, the 
CCC has purchased about a million and a half pounds of oil, which 
they had purchased at approximately 24 cents and sold at approxi- 
mately 37 cents a pound. 

Now, it is obvious that if this little industry in this country is to 
survive it has to have some protection, and I think, forgetting the 
economy of the thing and from a defense standpoint alone, it must be 
permitted to survive. 

Mr. Chairman, this infant American industry is faced with this 
dilemma: It cannot compete with either the coolie labor in China or 
with the cheap labor of the Argentine. On the other hand, the United 
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States is faced with the necessity of having tung oil in its domeste 
economy and essentially as a strategic defense material. 

At the moment we are not too much concerned with Chinese imports. 
But, if a solution to the communistic war should be found, the cheap 
Chinese oil, if permitted to flood this country, would inundate the 
domestic industry. But, even if the unfortunate Chinese war situa- 
tion continues, we are faced with the ever-increasing production of the 
Argentine. Therefore, there must be some legislative machinery for 
stopping—or, at least, controlling—these threats to this essential 
industry. 

What we are doing now is to support the Argentine industry. If 
the domestic industry is not protected, if it is not given some Govern- 
mental encouragement, then we may again face a situation where we 
have some international complications and have no supply of tung oil 
for our defense effort. 

From the economy standpoint. of course, it means a great deal to 
the people in that section of the country. This oil is produced on 
what is generally known as cutover land. It is more or less marginal 
land, running along the coastal line. It is not suited for the growing 
of cotton or corn, wheat or any other of the staple products. And it 
has meant a great deal to the people of that section. 

I might also add that this little industry has no proteetion so far as 
tariff is concerned. It is on the free list. And, therefore, we must 
have some other kind cf protection for it. 

I understand that this committee is considering the overall picture of 
a continuation of this section 104, or the substitution for that of the 
continuation of section 22 of the Agricultural Adjustment Aet. 

We don’t think that section 22 will give us the protection that we 
need, because of its slow-moving character. 

Mr. Brown. Do vou now have protection under section 104 of the 
act? 

Mr. Coumer. Yes, sir. | thank my friend for asking that question; 
We got it about 60 days ago, because this Argentine oil was flooding 
the country, and the Commodity Credit Corporation was faced with 
the possibility of having to take over a large part of this year’s crop, 
which it is estimated will be about 35 million pounds. 

Now, Mr. Chairman, with the permission of the committee, I 
should like to offer this chart, which shows the effect of these imports 
on the price of the domestic product. You will note that whenever 
the imports came in—and they always come in around the time that 
they start to market their crop in this country—the price goes down. 
Therefore, we are at the mercy of the foreign producers. 

Mr. Chairman and gentlemen of the committee, | am very much 
interested in this matter. [| think the country is interested init. All 
we want to dois tosurvive. Weare trving to help the rest of the world. 
We have contributed many billions of dollars for that purpose. We 
are going to contribute more billions of dollars. Here ts a little industry 
that is going to be put out of business because it absolutely cannot 
compete, under norma! conditions, with the cheap labor in the Orient 
and South America, unless it is given some protection. 

I hope that the committee will give this matter its careful and 
sympathetic consideration. Mr. Chairman, members of the com- 
mittee, | appreciate the privilege of appearing here this morning. If 
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any of you have any questions, I will be glad to attempt to answer 
them. 

The CuarrmMan. We are very pleased to have your testimony, Mr. 
Colmer. Mr. Patman. 

Mr. Parman. Do you know of any commodity that has fluctuated 
in price as much as tung oil? 

Mr. Coumer. No, sir, I don’t believe that I do, Mr. Patman. 

Mr. Parman. According to the chart here, it was way down in 1945 
and in 1953. From the chart it fluctuates because of the imports. 

Mr. Cotmer. They both fluctuate. And if you will notice, Mr. 
Patman, from the chart, one goes down when the other goes up. 

Mr. Parman. That is right. 

Mr. Cotmar. Thank you, Mr. Chairman. 

Mr. Brown. May I compliment the Congressman on his splendid 
statement. He always makes a good statement. 

Mr. Parman. I appreciate your statement, too, Mr. Colmer. 
Iam receptive to the gentleman’s views. I expect to support his views. 

Mr. Coumer. The gentlemen have always been very gracious, both 
both of them. I thank you. 

Mr. Mumma. Mr. Chairman. 

The Crarrman. Mr. Mumma. 

Mr. Mumma. Congressman Colmer, I realize that tung oil is a very, 
very important base for a lot of technical paints in the electrical 
industry. I am not familiar with the process. I would just like to 
ask you a question: Are these trees planted, the same as our forestry 
program? Is it all harvested somewhat like turpentine? 

Mr. Cotmer. I think the correct answer would be they are more like 
orchards. They grow wild in China and are also cultivated in China, 
but in this country they are all planted as orchards, just as apples, 
peaches, and so forth. 

Mr. Mumma. How far apart? 

Mr. Cotmer. Around 30 feet apart. 

Mr. Muna. How long does it take a tree to come into production? 

Mr. Ceimer. They will produce a few nuts after about 5 years. 
Incidentally, I should have brought some of them up to the committee. 
The nuts resemble verv much the black walnut. They fail to the 
ground, they are picked up, dried out, and then milled—crushed, to 
extract the oil. 

Mr. Mumma. Labor isn’t a very big proposition once the industry 
is established, is it? 

Mr. Coutmer. I would say about like in the case of any other 
orchard crop. They have to be cultivated, they have to be fertilized. 

Mr. Mumma. You were talking about planting them on slash 
lands. It oecurred to me you couldn’t cultivate them very much 
with a lot of stumps in there. 

Mr. Coutmer. Oh, no; they are planted in cleared ground. The 
ground is cleared of stumps. You would think you were in an apple 
orchard, at a distance, if you were to see them, and particularly when 
they are in bloom, they are most beautiful. The cherry blossoms 
would have to fade in insignificance in comparison. 

Mr. Mumma. My point is you don’t need a lot of technical help. 

Mr. Cotmer. Well, that is more or less true. You have to have 
tractors and skilled operators, as well as some skilled personnel and 
scientific knowledge. 
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Mr. Mumma. That is all. Thank you. 

Mr. Tauire. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Tatue. I enjoyed your statement, Mr. Colmer. 

Mr. Cotmer. Thank you, Mr. Talle. 

Mr. Tatue. It frequently happens in the case of trees and shrubs 
that are brought in from the Orient, that with them come certain pests 
that are troublesome. Have you run into that in this industry? 

Mr. Cotmer. Yes, sir. The chief enemy is a form of dry rot. The 
pests themselves, or insects, have not been too bad. In fact, from 
my limited know ledge of it, ‘I doa’t know of any pests. 

T might add, the foliage is poisonous to cattle and therefore cattle 
can graze in the ore hards without i injury to the trees, 

Mr. Tauxe. Is the life of the tree long or short? 

Mr. Cotmer. Well, of course, it is comparatively new in this 
country, and my knowledge of it is limited to that, but I would say 
comparatively long. I would say 25 to 50 years. 

Mr. Tauue. I think you said the investment was something around 
$40 million, in the industry? 

Mr. Cotmer. Yes, sir. 

Mr. Taxus. Is that restricted to your State, or is it all the way 
along the Gulf to Florida? 

Mr. Cotmer. We have had a little repetition of history down there. 
These so-called Yankees have come down there, just like they did 
with our virgin pine forests, and have taken over. 1 would say that 
most of the investment in that section is from the so-called Yankee 
capital. 

Mr. Parman. May I interrupt to say that it was said, not long ago, 
with reference to what you have said just now, by a Dallas cotton 
man, he didn’t know how it would come out but definitely the cotton 
gins were moving west out to the irrigated section, and the cattle 
were moving east where there is more water, and the Negroes are 
moving nor th and the Y ankees are moving south, 

Mr. Coutmer. I think there is some truth to that, and I know we 
welcome the Yankees. May I add, Dr. Talle, that the immediate 
retiring president of the American Tung Oil Association, is a resident 
of Boston. 

Mr. Tauur. I understand, then, that it is a key industry in war- 
time? 

Mr. Yes, sir. 

Mr. Tauur. Thank you, Mr. Colmer. 

Mr. Grorce. I think this committee is delighted to have you here, 
sir, and I think also the Yankees like to have a fellow like you on the 
Rules Committee. If there is anything we can do to help you, we 
want to do it. 

Mr. Coutmsr, That is most gracious, and I deeply appreciate it. 

The Cuarrman. We assume in helping this tung oil industry situa- 
tion, we are helping the whole United States. 

Mr. Cotmer. Thank you, Mr. Chairman. 

Mr. Hirstanp. Mr. Chairman, I know we all very much appreciate 
this statement, and we have leared a good deal from it, and we are 
heartily in favor of helping an industry of this type. 
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It is not quite clear in my mind, Mr. Colmer, just how section 22 
of the Agricultural Act fails to provide or could fail to provide, in your 
opinion, the type of protection you feel is necessary under 104. 

Mr. Cotmer. Because I think it is too slow. This, as I have empha- 
sized, is a small industry. By the time all the mechanics of section 22 
have been gone through, and the time-consuming effort is put forth, 
I believe this industry could be destroyed. 

We had an awfully hard time getting section 104, which is manda- 
tory, applied to this industry. If you go through section 22, as I 
understand the operation of that section, the Secretary of Agriculture 
would have to make a determination that these importations were 
extremely harmful. 

Then the Tariff Commission would have to make a study. And 
then it would be up to the President as to whether he saw fit to do 
anything about it or not. 

I would say that that process would possibly take 2 crop years to 
put into effect, and Iam afraid my little industry would be gone by 
that time. 

Mr. Hirstanp. You are aware, of course, that the Secretary of 
Agriculture has announced his intent and is putting in a definite plan 
to speed this thing up so that it can operate? Lam not attempting 
to defend what happened in the past, but at least it is his intent to 
make it effective. 

Mr. Cotmer. And I am sure, sir, that his intent is an honest one. 
But L have been around here a good while now, and my observation is 
that it takes a mighty long time for a matter to clear through three 
different governmental agencies, and a lot of hearings and time- 
consuming effort. I thank the gentleman for asking me the question, 
though. I am afraid I didn’t make that very clear before. 

Mr. Hiestanp. Thank you. 

Mr. Cotmer. Thank vou, sir. 

Mr. Strrncrettow. Mr. Chairman. 

The CuatrmMan. Mr. Stringfellow. 

Mr. StriINGFELLOW. Mr. Congressman, I certainly appreciate your 
testimony and | am svmpathetie with your views. 

I would like to ask you, Cap this industry, producing tung oil, 
peoduce enough to meet domestic demand in this country? 

Mr. Coumer. Yes, sir. It is not producing it now, but it can 
produce it. Remember that it is a small industry, a new industry, 
perhaps, rather than a small industry, and that it takes time to grow. 

Frankly, one of the things that I think we have to watch, and which 
must be considered in the whole picture, is that we don’t get an over- 
production of tung oil. I don’t think there is any question but what, 
with the proper protection, that the industry can produce sufficient 
oil for the domestic consumption, but always bear in mind that vou 
have this Chinese industry, which is centuries old, vou have the Argen- 
tine production, which is now producing almost as much as we are, 
and then, in addition to that, other countries have started some 
planting, notably England. When England was caught short, 
during World War IT, they moved into Africa and started the planting 
of tung trees there. 

I don’t think, sir, that that is a question that need concern us. | 
do think, for the overall interests of the industry itself, and for the 
consumer, that we have to have some leeway in there, so that we could 
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have some importation, if we needed it, and then on the other hand, 
to see that the industry does not overextend itself. We do not object 
to reasonable imports. What we do oppose is flooding and destruction. 

Mr. SvRINGFELLOW. Does the protection that you receive under 
section 164, afford you a complete embargo on foreign importation? 

Mr. Cotmer. Frankly, we asked for a complete embargo. We 
didn’t get it. We got a quota. I think it was 2 million pounds. 
That is for each quarter. 

Mr. SvTRINGFELLOW. Thank you. 

Mr. Cotmrer. Thank you, sir. 

The CuHarrman. Are there further questions of Congressman 
Colmer? If not, we are very happy to have had your testimony, sir. 

Mr. Cotmur. Thank you, Mr. Chairman, and gentlemen of the 
committee, You have been most kind. 

The CHarrMan. Congressman Bailey is our next witness. We are 
very happy to have you with us, Mr. Bailey. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Battey. Mr. Chairman, and members of the committee, for 
the purpose of the record, 1 am Congressman Cleveland M. Bailey, 
of the Third West Virginia District. 

My primary purpose in making this appearance is to plead with this 
committee to consider favorably an amendment to the 1952 Defense 
Production Act, which the Congress has been requested to extend. 

The amendment, H. R. 3910, copies of which have been supplied 
to the members of this committee, is in the nature of an amendment 
to section 101 of the Defense Production Act by adding a new sub- 
section. 

Mr. Chairman, at this point I should like to submit the proposed 
amendment, H. R. 3910, for inclusion in the record. ‘This will amend 
section 101 by adding at the end thereof the new subsection. 

Iam unable to determine what the wisdom of this committee will 
be in the matter of making allocations of critical materials on a 
standby basis, or subject to action of the Congress, but if we are to 
have an allocation of critical materials, even on a standby basis, I 
think that this amendment is not only germane but it is worthwhile 
and necessary. 

The adoption of this proposed amendment would materially safe- 
guard the many domestic producers in the State of West Virginia, 
should the standby authority now being considered by this committee 
be invoked. Iam sure that the same threat of injury exists to domes- 
tic producers in all of the other States. 

This proposal merely sets up machinery whereby a domestic 
industry, when needed, can protect and maintain its relative com- 
petitive position with imports while the domestic production of the 
article is being limited by NPA allocations of inaterials. 

There is nothing in the proposal to restrict imports in such a way 
as to change or improve the competitive position of domestic pro- 
ducers. Actually it favors imports. 

There is nothing in the amendment that would in any way limit 
the imports of any raw material or the imports of any product or 
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article made therefrom which the Secretary of Defense certifies as 
essential to the security and defense needs of the United States. 

There is nothing in the bill which operates automatically to limit 
imports. It provides for a limitation only when the American pro- 
duction of a product is limited by raw-materials allocations by NPA 
and only when and if a substantial portion of the American producers 
of such article or product applies to the Tariff Commission for such 
limitation. 

It is assumed that the Tariff Commission would determine “the 
substantial portion” on the basis of unit volume or dollar volume of 
production rather than the number of producers. Presumably, 
where it could be shown to the Tariff Commission that a majority of 
the American producers, by volume, did not desire the import limi- 
tation it would not be necessary to impose such a limitation. 

The proposed amendment adopts the fair procedure and sets up 
machinery for operation thereof which the NPA earefully uses and 
administers in order to maintain the relative competitive position 
between different producers, of a given product in a given American 
industry. 

It certainly would be unfair for NPA to prohibit one producer of X 
commodity from further production and at the same time permit his 
American competitor to continue production and take over the market. 
Obviously the first American producer would be unable to regain all 
or part of his market after the emergency is over. The same would be 
true if one American producer were limited more seriously in his 
production than another. The same fair principle should be applied 
to maintain the relative pre-Korea competitive relationship between 
an American industry and imports. 

Many American producers have seen their production cut back bv 
materials allocations and imports rush in to take up the market. 
Unless the American producer is able to protect himself from imports 
taking over his market while his p: oduction is artificially limited, he 
will be unable to regain all or a portion of such markets when the 
emergency is over. Imports should be limited to approximately the 
same level as is the American producer’s production, so that they both 
have a fair chance at current competition and a fair chance of regain- 
ing their markets after the emergency is over. 

One of the objections which will be made by the free-trade opponents 
is that we should not deny the consumers of a product if it is available 
through imports. However, it is certainly fair and the American 
way to distribute the burden of national defense equally among all of 
the citizens. If our defense requirements call for a cutback in the 
production of a certain article, because the raw material therefor is 
required for defense purposes, certainly the consumers of that product 
should bear the burden along with, and equitably with, the producers 
thereof. It must be recalled that all Americans who are consumers 
are also producers. No person long consumes unless he also produces. 
It would be grossly unfair and un-American to ask any given American 
producer or consumer group to give up his product for the benefit of 
the defense effort and not ask other groups of producers and con- 
sumers to bear a proportionate burden. 

If our defense needs require a cutback in the production of any 
given article or product, certainly our allies and partners in defense 
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should likewise cut back their production. However, this has not 
always been the case and frequently, even though they may cut 
back the production of such article, they will make an exception for 
its production and export to the United States market by unfair 
advantage. 

We cannot guarantee and certainly cannot force any other country 
to adopt similar production cutbacks even though they may be 
drastically needed for mutual defense. However, it is only fair to 
protect our own producers who are contributing the most to national 
defense and mutual defense. 

Certainly no foreign country, even the most friendly, could have 
any valid objection to our proportionately limiting imports to the 
same extent that the American production of an article is cut back 
by the defense requirements. This proposed amendment proposes 
to limit imports of articles made of allocated materials to the pre- 
Korean base period imports. 

May I relate to the committee a concrete example of how this 
proposal would apply and how it would work. 

We happen to have in my State of West Virginia, and in the dis- 
trict that I have the honor to represent, the largest manufacturing 
plant producing spring clothespins—that is the type of clothespin 
made from birehwood that has a steel spring in it. It is the Wallace 
Corp., operating at Richwood, W. Va. 

Under the NPA allocations, since the Korean trouble broke out, 
they froze 85 percent of highly tempered steel wire in the defense 
effort, leaving only 15 percent available for the production of non- 
defense domestic articles. 

I applied to the NPA for this plant, for an allocation of materials. 
It was determined that they needed 76 tons per quarter of this highly 
tempered steel wire, but at no time during this freeze order on this 
particular article were we able to get above 23 tons a quarter. 

In the meantime, this company had to buy highly tempered steel 
wire in Belgium and pay $13.05 a hundredweight for it when if they 
could have bought it on the domestic market they could have bought 
it for $7.15. They did that in order to keep their plant operating, 
and to keep from closing down and throwing employees out of work 
and also to protect their American market. 

Sweden is our chief competitor in the production of this type of 
clothespin, and there is no freeze order, or there was no freeze order 
and is not at the present time, any freeze order on highly tempered 
steel wire in Sweden. 

So what happened? Swedish imports doubled and practically tre- 
bled because of the handicap under which our industry was working 
here in this country. 

Now, all this would propose to do would be to go back and set up 
a 3-year base, 1947, 1948, and 1949—that is the 3 years prior to the 
outbreak of the Korean trouble, and say to the importers of this 
type of article: “Our American producer is handicapped by a freeze 
order, the material that he must have in the manufacture of this par- 
ticular article has been thrown into the defense effort, and so long 
as that situation exists, we intend to limit your imports of this partic- 
ular article to the average for the 3-year period just prior to the 
outbreak of the Korean trouble.” 
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In other words, Sweden would not be permitted to import a greater 
quantity of this type of clothespin than they imported for that 3-year 
base period. 

Let me call your attention to another situation. I have in my 
district nine plants that produce hand-blown and handmade glass- 
ware. A lot of it is tableware. Cobalt is the major ingredient for 
coloring glass. It is the basic ingredient for coloring glass. All dur- 
ing this period, when there was a freeze order on every ounce of 
cobalt, there was none of it left for domestic purposes. 

My glass plants could make nothing but this clear type of glass 
like this ash tray. They couldn’t color glass, because they haven't 
found any substitute for cobalt. So they have been making clear 
glass. 

Only since controls have removed have they been able to buy a 
single ounce of cobalt. 

It is just a situation here where we would say to the foreign importer, 
“we have an American industry handicapped by a freeze order on 
critical material that he needs in the production of his manufactured 
article. We will not permit vou to increase your imports over what 
they were for the base period, prior to the imposition of these controls 
on critical materials.”’ 

Now, | insist that if vou are going to have a control on critical mate- 
rials, even on a standby basis, this amendment should be added to 
the legislation so that it would be ready to go into operation immedi- 
ately if the critical material controls were invoked. 

If vou leave that to the President, and he can invoke it on proclama- 
tion, then this should be a part of your legislation. Frankly, gentle- 
men, this is the amendment that I wrote in on the floor of the House, 
during the 82d Congress, last year, when we were renewing the De- 
fense Production Act. It was written in almost by unanimous vote 
on the floor of the House. 

For some reason or other which the members of this committee know 
better than I, it didn’t come out of the conference committee on the 
bill, and I have never been given a satisfactory answer as to why it 
was not included in the conference bill. It was not in the Senate bill. 

I would like to plead with the members of the committee to include 
this as a part of your setup for standby controls, if that is what you 
finally decide to do. 

I am not going to say to the committee that I will make any attempt 
to write it in on the floor of the House, as I did last year, when you 
renewed the Defense Production Act. If I can’t sell the idea to the 
able gentlemen of this committee, I think I shall forget about it and 
we will continue to suffer, over in West Virginia, in the event these 
controls are imposed again on critical materials that we need in our 
manufacturing plants in the State of West Virginia. 

I will be pleased to answer any questions, if there are any questions. 

The Cuarrman. Mr. Bailey, | think the weakness 

Mr. Barttey. The bill itself is self-explanatory, Mr. Chairman. It 
sets out the procedures. 

The CHatrMAN. Possibly you haven’t done too good a selling job 
before the Senate committee on this bill. 

Mr. Baitey. I didn’t try. I was over last year before the Senate 
committee, and it was not included in the Senate bill, and it is not 
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included in the Senate bill this time, and I don’t think any serious 
effort was made to put it in. 

I just feel that I owe it to the industries of my State that are vitally 
affected to make this appearance and place the facts before the com- 
mittee. Iam going to leave it to your judgment as to whether you 
think the industries of the State of West Virginia—and I am sure it 
would apply to practically every other State in which there are manu- 
facturers—are entitled to it. You use your best judgment. 

Again I will say to you that I have no present intentions of attempt- 
ing to write it in on the floor, but | would appreciate your giving serious 
consideration to it because it is worth while, and if we do have a further 
emergency that requires the imposition of controls, I think it should 
be there for the protection of industry throughout the country. 

We must protect our American markets to the point when we at 
least give our American producer a fair break and an equal opportunity 
to defend his domestic markets. 

The Cuarrman. The bill H. R. 3910 would amend section 101 of the 
Defense Production Act of 1950. 

Mr. Bartey. By just making it a new section. 

The CHatrmMan. But which is not included in the provision with 
respect to a 90-day freeze, the Senate bill, or for standby controls. 

Your point is that when we have to cut back the production of any 
materials, you have in mind primarily manufactured goods? 

Mr. Battery. | have in mind primarily manufactured goods; ves. 

The CuHairmMan. Then the President is authorized to put an embargo 
on sufficient of the imports of that manufactured product as to keep 
the American industry in a competitive position. 

Mr. Battery. Yes. 

The CHarrMan. I notice also that you have a safeguard in here, on 
page 3. Lassume this limitation goes to the provisions for controlling 
these imports under section 1? 

Mr. Battey. What page is that, again, Mr. Chairman? 

The CHatrMAN. Page 3, lines 14 and 15: “within 30 days after the 
receipt of the report,’”’ and so forth, ‘products involved,” and it goes 
on to say he shall limit such imports during each calendar month, unless 
the Secretary of Defense certifies to the President that larger quantities 
of such imports are necessary to provide essential defense needs, in 
which case such order shall limit such imports to the quantity certi- 
fied by the Secretary of Defense as being necessary to meet such defense 
need. 

That, according to my interpretation of it, wouldn't affect the 
defense effort very much, would it? 

Mr. Battery. Mr. Chairman, may I say to you that this is largely 
my idea of the approach to it. There is nothing sacred about this at 
all. If the Senate has a provision in there that would permit setting 
up embargoes, in the nature of import quotas, and it is better than 
this provision, I have no objection to your substituting the Senate 
language. 

The fact of the matter is | am leaving this matter to the wisdom and 
action of this committee. I am just presenting this. You take it; 
do what you care to do with it. 

The Cuarrman. Was that provision in the amendment which you 
offered last year? 
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Mr. Yes, sir. 

The Cuatrman. I personally don’t see any objection to it. We 
don’t set up an arbitrary situation whereby this is done notwith- 
standing defense needs, do we? 

Mr. [ didn’t hear vou. 

The Cuarrman. I say it is not done arbitrarily, so that it will 
interfere with the overall defense effort. 

Mr. Baritey. Certainly not. It leaves the matter up to the Secre- 
tary of Defense. Whenever he advises that certain imports are 
needed for the defense effort, they may come in. It leaves it up to 
him. I didn’t know who else to give that authority to. I think he 
would be the man who would know most about the defense needs of 
the country. 

The Cuairman. I think almost every district in the United States 
which contains manufacturing plants is confronted with this problem, 
especially in the New England States, where we couldn’t make alloca- 
tions to the watchmaking industry, which gave impetus to the impor- 
tation of Swiss watches which just about put the New England watch 
industry out of business permanently. 

Mr. Baittey. That is true, Mr. Chairman. 

The CuarrmMan. That is all vou want to protect. 

Mr. Barttey. That is exactly right. We want protection for the 
American producer when he is working under an imposed handicap 
due to the defense effort. 

The CuarrmMan. This is identical with the amendment which you 
offered last year? 

Mr. Yes, sir. 

The Cuarrman. Are there further questions? 

Mr. McVey. Mr. Chairman, I have been impressed by this state- 
ment of Congressman Bailey. I should like to ask one further ques- 
tion, which | think is not connected in any way with H. R. 2910. In 
normal times, when there is no allocation of materials, would you feel 
such industries as you have been describing might need some protection 
from foreign producers? 

Mr. Baitey. That would be true, Mr. Congressman, of the glass 
industry. Our clothespin industry, which I mentioned earlier, has 
been able to produce and meet foreign competition, but that isn’t true 
in the glass industry. It is one of the industries that is particularly 
hard hit under the provisions of the Reciprocal Trade Agreements Act; 
in fact, pottery products and glass products are probably more 
adversely affected than any other articles, due to the Reciprocal Trade 
Agreements Act. 

You would be surprised if I were to tell you that of the 32 potteries 
operating in the United States, that 36 percent of the domestic con- 
sumption of that type of product was imported from abroad last year. 

About 18 percent of the glassware consumed in this country was 
imported. And that is too much of a handicap. 

I don’t know if the gentleman recalls, but I have been fighting 

retty much of a lone-handed fight since I came to Congress in 1945, 
in an effort to get some relief for some of the small domestic producers 
who are unable to go into mass production and who are not figuring 
on exporting any of their products, but who depend upon the domestic 
market. They are the ones who have suffered most under the Recipro- 
cal Trade Agreements Act. 
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It just so happens that the basic industries in West Virginia, of 
glassware and pottery, are the basic industries of England, France, 
Belgium, Czechoslovakia. 

Let me say to you gentlemen that in all frankness, if we reinstate 
the Czechoslovakian treaty which was canceled some 2 years ago, 
growing out of the Oatis incident, if that is reimstated, at least 6 of the 
9 glass plants now operating in my district would close, because 
50 percent of the importation of that type of glassware comes from 
Czechoslovakia, and we just can’t meet the competition and keep our 
factories operating. 

They were practically all closed when the Czechoslovak treaty 
was canceled. They have since gone back into business, and, if that 
treaty is reinstated again, at least 6 of the 9 of them in my district 
will again close their doors. 

Mr. McVey. Then don’t vou feel that the glass industry should 
have some protection against imports? 

Mr. Battery. I have been praying for it, pleading for it, fighting 
for it, since [ came to Congress in 1945. If vou will recall, 1 am the 
author of the escape clause in the reciprocal-trade agreement, when it 
was renewed the last time. 

Mr. Chairman, will you forgive us from getting away from the 
subject before the committee, but it is a subject very close to my 
heart, and I am glad that you brought it out. My State is particularly 
suffering from a situation that is directly attributed to the Reciprocal 
Trade Agreements Act in that our industries are the ones that Euro- 
pean countries are producing, and they want to sell their products 
here to get American dollars to buy heavy machinery and heavy 
industry products, like your automobiles and vour heavy farm machin- 
ery, rail equipment, and things of that kind. Those are the things 
Europe is buying today. So they have to sell glassware and pottery 
in this country to get money to buy this machinery and equipment 
for heavy industry. 

Thank you, gentlemen, if there are no further questions. 

Mr. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Tauue. I would like to ask you, Mr. Bailey, how your indus- 
tries are getting on right now? 

Mr. Battery. Those glass industries that | was mentioning earlier? 

Mr. Tauur. Yes. 

Mr. Battery. They have orders probably ahead for as much as 
4 to 5 months. They have been able to pick up a backlog or orders 
after the cancellation of this Czechoslovak treaty. If that is reinstated, 
in a matter of 6 months’ time, there won’t be an order in any of the 
factories, because they just can’t meet that competition. 

Mr. Tatue. Do you manage to get the high tempered steel wire? 

Mr. Barry. Oh, they are getting some highly tempered steel wire 
now for the clothespin factory, yes, since controls were removed. 
But for more than 2 years, or approximately 2 years, they paid prac- 
tically double the price they would have had to pay in the American 
market for highly tempered steel wire. 

Mr. Tate. Are your glassmakers getting any cobalt now? 

Mr. Yes, sir. 

Mr. Tauue. Thank you. 

Mr. McDonovau. Mr. Chairman. 
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The Cuarrman. Mr. McDonough. 

Mr. McDonovGu. Nobody can dispute the fact that you have 
certainly been a defender of your district in this regard. 

Mr. Baitey. That is what | came to Congress for, Mr. McDonough. 

Mr. McDonovugu. That is right, and you have done a fine job. 
However, I wonder if, in your study of this question, you have run 
across any possibility of retaliation on the part of another foreign 
country, who, realizing that if we put this sort of a barrier up, they 
would put up a barrier likewise on some product that we are selling 
to a foreign country. 

Mr. Baitey. | would like to say to the gentleman that I prepared 
and presented a 50-page typewritten brief to the Ways and Means 
Committee some 2 weeks ago, and in the preparation of that I had 
occasion to go into this angle that you make inquiry about. 

In one instance I found the imposition of a special tax in France 
against the importation of residual fuel oil into France to protect the 
French coal industry. That is one of the provisions in the Simpson 
bill now pending before the Ways and Means Committee, the question 
of whether we shall place import quotas as to residual fuel oil to pro- 
tect the American independent oil and coal industry. But France 
has already imposed a special tax. 

Mr. McDonovuau. In other words, you agree with the Simpson 
amendment? 

Mr. Batiey. I am supporting the Simpson bill and the Simpson 
provisions; ves, sir. 

Mr. McDonovcn. You evidently don’t agree with Mr. Ford’s 
proposal that we should drop our trade barriers and have free trading? 

Mr. Bartey. I would like to say to you, Congressman, that his 
idea of dropping the import duty 10 pereent on manufactured auto- 
mobiles is just as silly as his grandfather’s idea was of sending a peace 
ship to Europe in World War I. You will probably have 40,000 
more Ford trucks in Europe, but you will have 4 million men in this 
country out of work if you take his advice. 

I don’t mind telling you that since World War IL they have spent 
a billion dollars in plant expansion and of the 38 plants, 13 of them 
are abroad. Back of that idea of his is the idea of producing Ford 
automobiles in plants in Europe, taking advantage of cheap labor, 
and bringing them in without paying any import duty on them and 
selling them to Americans here and you won’t know whether they 
are made in Kalamazoo or Timbuctu. I might just as well be frank 
with you. 

Mr. Mumma. Congressman Bailey, is it possible for the pottery 
plants in your district to switch their process and supply the demand 
for plastic plates and cups and saucers? 

Mr. Battey. Mr. Congressman, that is the first question the Ways 
and Means Committee asked me in 1945, when | appeared and asked 
for amendment in the Reciprocal Trade Agreements Act. 

“Congressman, why don’t you have these industries—there are 
only 37,000 people employed in the glass industry in the United 
States—why don’t you have them switch over to something else?” 

My answer to them was that there isn’t, on account of the peculiar 
construction of a glass plant, there isn’t anything that anybody 
could find that they could produce there, other than glass, without 
completely making the plant over, and when you get around to the 
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workmen, they are skilled workmen, they have worked all of their 
lives, their fathers and their grandfathers and their great grandfathers 
before them, they are skilled in that particular produe tion, and they 
wouldn't be good to handle even a pick and shovel on a WPA job 
because they don’t know anything else and won't do anything else. 

Mr. Mumma. Well, it is a factor in your sales. I thoroughly agree 
to that. 

Mr. Bartey. That is true, and let me say this to vou: Not a single 
one of those plants could operate except that they are owned locally, 
and they were wise enough to go out, 25 or 30 years ago, and buy 
some acreage of natural gas, and the vy are operating today from natu- 
ral gas produced on their own holdings. Otherwise there won't be a 
single one of them in business because they couldn't afford to pay 
the fuel bills, and I just hate to see that industry forced to the wall. 
They are an excellent type of employee, home owners, and usually 
the worst part about it is that there is probably no other industry. 
In the city of Weston, in my district, we have 5 glass plants. It ts 
the only industry in the entire citv. They have no diversification 
of industry whatever. And you could see what that would do to a 
city of 9,000 population. 

Mr. Mumma. We have some pottery plants in Pennsylvania, and 
I know that that is a big thing in some areas of Pennsylvania, but 
there is a condition that restaurants are trying to switch to—it is 
true that they are trying to switch to plastics. 

Mr. Barney. It could be done, but it would require a major over- 
haul of the plant to do it. 

Let me say frankly, gentlemen, I have no apologies to offer for the 
fight I am putting up. I don’t ask any quarter on it or give any. 
It is right from my standpoint to represent the State of West Virginia 
and my district. Whenever they get around to changing the situa- 
tion over in the district it is all right with me, but as long as | am here 
lam going to put up that fight. 

Mr. StrinGrettow. Mr. Chairman. 

The Cuarrman. Mr. Stringfellow. 

Mr. SrrinGrettow. You certainly don’t have to apologize to me 
for your statement. I appreciate your courageous stand. You 
know the cost of production is one of the prime factors to consider 
in world trade. Is there ever any danger of highly tempered steel 
being imported into this country below our price? 

Mr. Bartey. I don’t think so; not in the ease of steel. 

Mr. StringretLtow. In my State of Utah we have a very strategic 
material, wool. But we have lost our entire domestic market, be- 
cause of foreign importation. We only produce 26 percent of the 
consumption in this country and yet we have to store it and pay 
price-support loans on it. 

Mr. Baitey. I can sympathize with you, so we will just join forces. 

Mr. SrrinGreLLow. We will march down the aisle together. 
Thank you. 

The Cuarrman. Thank you very much, Mr. Bailey, for vour very 
good statement. 

Mr. Bartey. Thank you, Mr. Chairman, and Jet me thank individ- 
ually the members of the committee for giving me this time and 
allowing me to get some ideas across to the committee. 
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The CuarrmMan. We are very glad to have had your views. Thank 


ou. 

We have also with us Congressman Westland of Washington. 
Congressman Westland, we are very happy to have you. You may 
proceed, 

I might state that all of the members who have appeared before us 
this morning have the privilege of revising and extending their remarks. 


STATEMENT OF HON, JACK WESTLAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Westianxp. Thank vou, Mr. Chairman, For the record my 
name is Jack Westland. lama Representative of the Second District 
in the State of Washington. Just to orient you, that is the most 
northwestern district in the United States. In fact, it is so much in 
the Northwest that to get to one part of that district, you have to go 
through Canadian Customs twice. 

I am appearing before you to urge that your committee m your 
report on the Defense Production Act, recommend the continuation 
for at least 1 vear of the provisions of section 104 of that act. 

“Trade, not aid”’ is a popular slogan at this time, and there is much 
evidence to support the real meaning of that slogan. However, I 
feel sure that the proponents of greater trade between this Nation 
and the rest of the world do not mean either to ruin a major segment 
of our economy or, through the operation of price supports, to sub- 
sidize a sizable part of the economy of the rest of the world. 

The dairy farmers of the Pacific Northwest are unable to produce 
dairy products as cheaply as is done in Canada, New Zealand, Den- 
mark, and elsewhere in the dairy-products-exporting countries. ‘This 
is not, as you know, because of inefficiency, poor farming methods, 
nor disinclination to work. Everything the dairvman of my State 
buys costs him more than the same item costs in these other countries. 
The feed for his cows, which is the largest single expense item he has, 
is supported at a price entirely out of proportion to its value in world 
markets. His hired labor, for production and distribution, is paid 
much, much more than that of his counterpart abroad. 

The dairymen of northwest Washington State are an aggressive, 
industrious group, with initiative and foresight. Right now they 
are developing the basie facts and information which, we believe, will 
set a pattern whereby they can eventually operate their own program 
for dealing with their surpluses, to their own credit and the great 
advantage of our Government. This will be done within the industry 
and, by the use of their own marketing organizations, will dispose of 
the surplus problem without expense to the Government. But this 
program cannot be operated if unlimited quantities of cheaply pro- 
duced foreign dairy products are allowed to be dumped on the Ameri- 
can market during those periods when American production is even 
greater than American needs. If that is not prevented, by appropri- 
ate action by this committee and the Congress, one of America’s 
largest industries will be ruined. 

There are those who believe that section 22 of the Agriculture 
Adjustment Act will serve the same purpose as section 104 of the 
Defense Production Act. Gentlemen, this is quite possibly true in 

the case of many commodities, but section 22 is entirely inadequate 
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for the salvation of the dairy farmer. You are probably aware that 
dairying is one of the most volatile industries. Milk cannot be 
turned off and on like water in a faweet. At sometimes of the year, 
both here and abroad, it comes in floods. Before the relief available 
under section 22 could become effective the damage would be done. 
Even under the promised better administration of section 22 it will 
be entirely impotent for real relief for the threatened dairy farmer. 

Gentlemen, I hold in my hand letters and telegrams from scores of 
the best citizens and best farmers of my district; ves, the best in the 
country, who depend on you and the Congress not to fail to continue 
the basic protection offered by section 104 so that they can work out 
their own surplus problems, so that they can get from under price 
supports and each of them again become the independent businessman 
he always has wanted to be and which I believe you want him to be. 

One telegram, representing 1,200 farmers, is from George Lawson, 
president of the board of the Skagit County Dairvmen’s Association. 

Here is another telegram from William J. K. Knudsen, president 
of the Washington State Dairy Association. 

Here is another telegram from Bob Waltz, president of the United 
Dairvmen’s Association, representing 40,000 dairy farmers in the 
Pacific Northwest. 

Here is another representing 1,200 farmers, from Robert Cowan, 
manager of the Washington Milk Producers Association. 

One from the president of the Seattle Milk Producers Assoviation. 

These gentlemen are good farmers, and every one of those men are 
urging you to keep this section 104. And they want vou to keep it 
so that they can work out their own surplus problems, so that they 
can get away from these price supports, and each of them again be- 
come the independent businessman that he has always wanted to be 
and which I believe vou want him to be. 

The provisions of section 104 of the Defense Production Act are 
absolutely essential to the welfare of the seventh largest industry of 
the United States and I respectfully urge that you report favorably 
on its extension. 

The CHatrman. Are there questions of Congressman Westland? 

Mr. Tatty. Mr. Chairman. 

The Cuatrrman. Mr. Talle. 

Mr. Taxus. I am very grateful for your statement, Mr. Westland. 
Tam in thorough agreement with it. If section 104 had been enforced 
as it should have been, we would not have had this large surplus of 
butter that people read about in the papers. 

Mr. Wrst.ianp. That is probably true. 

Mr. Tair. I certainly agree with you about section 22. It is too 
slow, and when the Secretary of Agriculture says “if properly modified 
and enforced,’’ my point is that if you modify that properly and en- 
force it properly, vou will get what we have in section 104. So why 
not reenact section 104? 

Mr. Westianp. Thank you, sir. 

The CuarrmMan. Are there further questions of Congressman West- 
land? If not, we are very grateful for your appearance, Congressman. 

Mr. Westianp. Thank vou very much, Mr. Chairman and gentle- 
men of the committee. 

The CuatrMan. Yesterday, I believe, permission was given for the 
insertion in the record of several statements. Congressman Gross 
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has found it impossible to be here this morning because of other com- 
mittee meetings. He would have appeared on a bill which he intro- 
duced, H. R. 2949, which is cited as the Export and Import Control 
Act of 1953, and it would perhaps be germane to 8S. 1081. 

Without objection, Congressman Gross’ letter to the chairman and 
his statement, and the accompanying letters from constituents, may 
be inserted in the record. 

(The information is as follows.) 


CoNnGREss OF THE UNITED STATEs, 
Hovst or REPRESENTATIVES, 
Washington, D. C., June 1, 1953. 
Hon. Jesse P. Wotcort, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Woxtcorr: This morning I was notified that your committee will 
hold hearings tomorrow, June 2, on my bill, H. R. 2949. 

As you know, I am serving on two committees. Both are taking up matters 
of the utmost importance tomorrow, requiring my presence. Therefore, I will 
be unable to testify in person before your committee. 

But I am enclosing herewith a statement and correspondence which T hope you 
will include as part of the publie record in connection with H. R. 2949. 

Due to the shortness of the notification that I received, I regret that it is 
impossible for me to attend in person or to assemble witnesses from several 
industries who indicated to me that they desired to testify in support of H. R. 
20949. 

Please return the enclosed letters after they have served the ecommittee’s 
purpose, 

With kindest regards. 

Sincerely yours, 
H. R. Gross. 


STATEMENT OF THE HONORABLE H. R. Gross 


Mr. Chairman, on June 1, I was notified that the committee would hold hearings 
only about 24 hours later, on June 2, on my bill, H. R. 2949. 

I regret that such short notification makes it impossible for me to assemble 
witnesses from several industries who indicated to me that they desired to testify 
in support of this bill. 

I further regret that I cannot appear before the committee in person because 
the two committees on which I serve are taking up on June 2 matters of the utmost 
importance requiring my presence. This is not to imply that I consider H. R. 
2949 and the vital subject of imports and exports of any less importance. But I 
have already been committed to attend the other meetings. 

Therefore, I have no alternative but to testify on H. R. 2949 by means of this 
written statement. I trust that it will be made a part of the publie record, along 
with several letters which I am attaching hereto. 

Mr. Chairman, H. R. 2949 would give authority to control all imports and 
exports when necessary for the protection of American agriculture, labor, and 
industry. This authority would go to the Secretary of Commerce. 

It is almost unbelievable that such legislation has never been enacted, for the 
control of imports and exports is so obviously necessary to protect the American 
economy and the American people from foreign exploitation. 

Apparently few individuals, in or out of the Federal Government, are aware 
that, through the vears, the code pertaining to imports and exports has become 
a hodgepodge, especially with respect to imports. 

I have been a Member of this House since January of 1949, and I have yet to 
find two Government lawyers who will agree what imports, under the various 
laws, can or cannot be controlled. My bill will end that confusion, for under 
this measure all imports and all exports can be controlled. 

We scarcely need to scratch the top layer of our memories to recall damage 
done to our country and our people in recent years by unwise imports. 
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Remember the winter of 1949-50 when the bottom dropped out of the egg 
market—when Midwest farmers were receiving only 15, 18, and 20 cents a dozen 
for eggs? What happened? The foreigners-first administration then in power 
agreed to take about three-fifths of Canada’s egg production, and permitted the 
importation of hundreds of thousands of pounds of dried eggs every month from 
Communist China, on top of the domestic dried egg surplus stored in the caves 
of Kansas. Incidentally, that same administration permitted Communist China 
to ship in those dried eggs for many months after the start of the Korean war, 
over my repeated protests. 

Remember the canned hams from Poland; the canned beef from Argentina at 
times of dropping livestock prices in the United States; dried dairy products from 
several foreign countries; and now 60 million pounds of frozen New Zealand beef, 
some of it selling for as little as 39 cents a pound in the form of T-bone and sirloin 
steaks, at a time of a depressed American cattle market? 

Remember the textile workers forced into unemployment, especially in the 
knitted-glove industry, by indiscriminate imports; and now the American bicyele 
and motorcycle industries crippled by imports, to mention just a few examples? 

As for industry-wrecking exports, remember the shortages in the months 
following Korea? Remember the tons and tons of good American steel, copper, 
and other metals exported all over the earth to foreigners when our own small- 
business men, including military contractors and subcontractors, schools, hos- 
pitals, roads and other construction programs went without and marked time, 
with tens of thousands unemploved as a result of these shortages? 

I pointed out that these exports were permitted in the face of the so-called 
Export Control Act of 1949, which has been renewed on a vear-to-vear basis 
since it Was first enacted. That act ties the hands of the Secretary of Commerce, 
the Administrator, by making it necessary for him to crawl to the State Department 
for permission to clamp down on exports. That flaw in the act became doubly 
dangerous alongside an administration more concerned about the possibility of 
hurting the feelings, or rackets, of foreigners, or in the pursuit of some vague and 
vacillating foreign policy, than in the welfare of the United States. 

The language of my proposed measure makes it clear that as far as exports and 
imports are concerned, the Secretary of Commerce has only one duty. That is 
the protection of the American economy and the American people through control 
of imports and exports. Under this bill, the administrator will not have to con- 
sult the State Department, any other ageney, or any crackpot internationalist. 
When he sees American agriculture, labor, or industry injured by imports or ex- 
ports, he can put a stop to such abuses forthwith. 

This is legislation in the interest of the United States. I urge its enactment at 
the earliest possible moment. 


NortH AMERICAN COMMERCIAL GLADIOLUS GROWERS, 
Lima, N. Y., March 20, 1953. 
Hon. H. R. Gross, 
House of Representatives, Washington, D. C. 

Dear Str: As President of the North American Commercial Gladiolus Growers 
would you kindly send me 2 or 3 copies of your bill H. R. 2949. Also please send 
five copies to the chairman of our legislative committee, Mr. Robert Cornell, 
Hartford, Mich., or you may send them all to me and I will distribute to each 
member of the committee. 

I have just read an editorial in our trade paper, the Florist Exchange, and Um 
sure our organization representation of 275 members and an industry producing 
an annual volume of about $150 million, is going to be very much in favor of this 
bill. Our whole industry is and has been hard pressed from foreign competition. 
Many have been forced out of business by competitive low foreign prices and 
competition is getting worse by the day now. 

It will be very much appreciated if you will mail these few copies at your 
earliest convenience and also when the Bill is scheduled for hearings. 

Very truly yours, 
ALFRED L. Moses, 
President NACGG. 
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Unitep Srates Woop Screw Service BureAv, 
New York, N. Y., April 21, 1953. 
Subject: Damaging Flood of Imports on Wood Screws and Other Commodities 
Hon. H. R. Gross, 
Old House O fice Building, Washington 25, D. C. 

Dear Mr. Gross: Mr. Gonnerman of our office has told me of his pleasant 
talk with you end Mr. Roth of vour office last Tuesday afternoon. 

It is certeinly refreshing to know that some Members of Congress, at least, 
appreciate the perilous position in which certain domestic industries find them- 
selves by reason of the lack of adequate controls on imports from abroad. Ob- 
viously, ®s & practical matter, present tariff restrictions are wholly inedequate to 
stem imports in the cases of those relatively few Gomestie industries which, how- 
ever vital they may be to our economy, are without reel} rotection age inst foreign 
imports. 

It seems to us that vour bill, H. R. 2949, would provide a sound meons for grant- 
ing edequete protection against unwarranted imports to eny domestie industry 
which could prove its need for such protection. We wish to be of whatever assist- 
ance we may be in urging public hearings on H. R. 2949, end accordingly are 
today writing the Speaker of the House, Joseph W. Martin, Jr., per the attached, 

We should welcome an opportunity to testify on behalf of your bill in the 
interests of the domestic menufacturers of metal wood screws who, as you know, 
have twice within recent months been refused assistance by the Tariff Commission. 

We are also scheduled to testify in Washington next Tuesday at the hearings of 
the House Ways and Means Committee on the Simpson bill, H. R. 4294, with 
which you are no doubt familiar. 

May we again express our sincere thanks and appreciation for your understend- 
ing of the problems of domestic manufacturers and your efforts in their behalf, 

Cordially yours, 
Grorce P. Byrne, 
Managing Director. 


Unirep Srares Woop Screw Service Bureau, 
New York 5, N. Y., April 21, 1953. 
Subject: H. R. 2949. 


Hon. W. Martti, Jr., 
Speaker of the House of Representatives, 
House Office Building, Washington 25, D.C. 

My Dear Mr. Speaker: Domestic manufacturers of metal wood screws, 
including the Continental Screw Co., New Bedford, Mass., and the Reed & 
Prince Manufacturing Co., Worcester, Mass., have for some time been faced with a 
damaging flood of wood screws imported from abroad. The attached chart 
presents this situation graphically. 

H. R. 2949, introduced by Congressman H. R. Gross of Iowa, provides for 
granting to the Secretary of Commerce authority to hold within reasonable 
bounds the amounts of imported goods which, if restricted only by present tariff 
regulations, might seriously damage domestic industries. 

On behalf of the wood screw industry, we wish to request your good offices in 
encouraging the House Banking and Currency Committee to schedule public 
hearings on H. R. 2949, in order that those relatively few domestic industries, 
such as ours, which find themselves seriously threatened by reason of heavy imports 
of competitive products, may have the opportunity to state their position before 
the committee. 

Any assistance which you may render in this matter will be sincerely appreci- 
ated by the manufacturers of wood screws. 

Yours very truly, 
GeorGE P. Byrne, 
Managing Director. 
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SHarruck DENN MINING Corp., 
Albuquerque, N. M., April 25, 1953. 
H. R. 2949. 
Hon. H. R. Gross, 
House of Representatives, Washington, D. C. 


DeEAR REPRESENTATIVE Gross: We wonder if your H. R. 2949 could be made 
stronger and clearer by adding a few more lines. For instance lines 1, 2 and 3 
on page 2 should indicate that even the so-called temporary or emergency mul- 
tiple letter agencies must not make contracts that will “get around” laws made 
by Congress. Remember how the Truman ‘“gangue”’ circumvented acts of Con- 
gress? 

Lines 2, 3 and 4 on page 3 should include and cover loans and money grants 
made by “letter agencies” that tend to cause unemployment and hardship in our 
United States. 

We wonder if the lines 3, 4, 5, 6, 7, 8 and 9, page 5, will tend to weaken your 
bill. Bureaucracies have been created by Executive proclamation which actually 
had the effect of making many of our laws null and void. 

The reason for such thinking in regard to your bill is caused by our concern in 
regards to the contract made by the Defense Materials Procurement Agency 
with the St. Lawrence Fluorspar Co. of Newfoundland. This contract “guaran- 
tees’”’ the contractor a base price of $65 per ton, f. o. b. Wilmington, Del., for any 
tonnage the contractor may be unable to sell at such price to industry.”’ This 
$65 price is $5 above the present market price and $5 above the same type of 
contract the DMPA has made with two domestic fluorspar producers. 

We believe that the producers with such DMPA contracts can legally “dump” 
their product at any price on the domestic market and the American taxpayer 
will make up the difference between their selling price and the DMPA contract 
price. Producers not favored with a DMPA contract will be ‘frozen’ out of the 
market and forced to close their properties, lay off men. Result, unemployment 
and economic maladjustment to all people closely associated with the local indus- 
try. 

Very sincerely yours, 
GrorGce A. WARNER, Manager. 


SHatrucK DENN MINING Corp., 
Albuquerque, N. Mex., April 25, 1958. 
Mr. Rospert S. PALMER, 
Secretary, Colorado Mining Association, 
State Capitol Building, Denver, Colo. 

Dear Bos: Your Simpson bill, H. R. 4294, could be made much more effec- 
tive if vou could add some of the provisions in the Gross bill, 2949. 

Hes it occurred to you that your friends Larson and Young, perhaps, have 
made contracts for lead and zine that will legalize ‘“‘dumping’’ in the United 
States merkets et absolutely no loss to the very fortunate holders of such con- 
tracts? Further, do you realize that such dumping is the major cause of the 
present zine and lead situation your Colorado miners are now not enjoying. 

The antidumping section in the Simpson bill is very weak, and the same old 
baloney, herdly much better than the old dumping act of 1921. The Truman 
“gangue’’ knew ways and means to get around that one—witness the “dumping” 
from Europe going on today. 

Hes it occurred to vou that the lead slump of April 1948 was caused by one of 
our American companies dumping lead into Japan which originated in Germany 
and both the production cost and the purchase money was supplied by one or 
more of our alphabetical agencies. 

Yours very truly, 
Greorce A. WARNER, Manager. 
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MASSACHUSETTS FisHeries Association, INC., 
Boston 10, Mass., March 38, 1953. 
The Honorable H. R. Gross, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN: It has been brought to my attention that you are the 
author of H, R. 2949, a bill to amend the Export Control Act of 1949 to read 
“Export and Import Control Act of 1953.” 

I represent the oldest industry in the United States, the commercial fisheries, 
and et present the industry is in dire straits because of the tremendous volume of 
frozen groundfish fillets entering this country from 14 individual foreign sources. 
The present structure of the Teriff Commission is not adequately constructed to 
offer any relief for a domestic industry which finds itself in jeopardy. 

Your bill indicates thet another avenue of relief could afford understanding of 
domestic industries’ problems and sponsor immediate relief if 2nd when it was 
found necessary. 

IT expect to be in Washington March 5 and 6 and hope to call upon you to discuss 
this mezsure in more detail. 

Sincerely yours, 
Tuomas D. Rice, 
Executive Secretary. 


AGE, 
New York 36, N. Y., March 9, 1958. 
Hon. H. R. Gross, 
House Office Building, Washington, D. C. 

Dear Mr. Gross: I appreciate your good letter of March 7 and your sugges- 
tions concerning support of your bill to provide for import controls. I am, of 
course, sympethetie in view of the situation now fecing our industry end will 
be glad to assist as far as I can. 

I note your suggestion about testifying before the Banking and Currency Com- 
mittee. As arule I prefer to defer to direct representatives of the industries af- 
fected in such situations, but I am of course agreeable if there is a feeling that I 
can be of assistance. Therefore, I shall await your further pleasure. 

Sincerely, 
Ivan A. Given, Editor. 


STATEMENT OF ALTON M. Costiey, East Point, Ga., CHAIRMAN, NATIONAL 
AFPAIRS COMMITTEE OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, my name is Alton M. Costley, I 
have been an enfranchised new-car dealer for more than 27 years, and I submit 
this statement in my capacity as chairman of the national affairs committee of the 
National Automobile Dealers Association. 

This association, with a membership of approximately 34,000, represents the 
new-car and new-truck dealers of the United States. NADA’s members sell 
approximately 90 percent of all new cars and about 80 percent of the used cars 
sold in this country. 

The new-ear and new-truck dealers of the Nation give employment to more 
than 725,000 persons and meet payrolls totaling $21 billion per year. The average 
dealer has been in business more than 20 years. These facts emphasize the 
position of the new-car dealers as a vital link in the national economy. Despite 
the tremendous size of the retail automobile business when considered collec- 
tively, 4 out of 5 of the dealers who comprise membership in NADA sell less than 
100 new cars a year. Therefore, I submit this statement on behalf of a very 
large group of representative small-business men. 

The manufacture and sale of automobiles has paralleled the growth of our 
country. This growth has come about under the private, competitive system of 
manufacturing, buying, and selling Controls on production, sales, and credit, 
therefore, are detrimental to our industry because. among many other things, 
they make it difficult for us to provide essential, safe, and efficient transportation 
needed by the American people. 

Basically, the new-car and new-truck dealers of the Nation are opposed to any 
arbitrary and unnecessary regimentation of our daily business activities. Recent 
bitter experience causes us to view with alarm any threat of direct controls which 
impose inequities and hardships upon competitive enterprise and individual 
initiative. 
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It is unnecessary here to set out our fundamental objections to a regimented 
economy. Nor is it desirable to burden this committee with a lengthy recitation 
of the many sad and costly experiences we were forced to endure under the late 
and unlamented direct-control program. It is sufficient to emphasize that we 
do not want to see legislation enacted which would provide a foundation for a 
repetition of these same unfortunate experiences. 

Experience proved that the direct price and wage controls imposed upon dealers, 
under the Defense Production Act, were unsatisfactory and unworkable and 
created nothing but chaos and confusion in our industry. 

Likewise, consumer-credit controls under which we were required to operate 
worked severe and unnecessary hardships on the buying public and on our industry 
as well. 

Moreover, it is generally conceded by responsible governmental authorities 
that these direct controls generally served no useful stabilization funetion. 

Throughout this period of controls, stocks of most new and used vehicles were 
more than adequate to meet the consumer demand. For this reason alone, as 
far as the retail automobile industry is concerned, direct controls were unnecessary. 

There is no indication, at the present time, that in the immediate future the 
supply of new and used vehicles will not be adequate to meet all demands. 
Conversely, there is every indication that the present high rate of new vehicle 
production will continue for some time. Hence, it is our conviction that short 
of an extreme national emergency, such as all-out war, there can be no justification 
for enacting legislation which would give to other branches of Government author- 
ity to reimpose direct controls. 

In such times of emergency, the new-ear and new-truck dealers are willing, and, 
in fact, anxious to make any ne cessary contribution or sacrifice in the interest of 
our country’s economic welfare and security. This fact is well exemplified by 
the vital service rendered during World War II when the new-car and new-truck 
dealers of the Nation provided from their own ranks approximately 950 officers 
and recruited primarily from their own dealerships more than 26,000 of the then 
searce supply of competent mechanics to maintain and service military motor 
vehicles. 

Automobile dealers like other businessmen, in time of grave national emergency 
ean and will live with wartime restrictions, but we are most anxious that any 
sacrifice of individual freedom of action in our daily business activities which we 
might be called upon to make actually will contribute to the economic well-being 
and security of America. 

Certainly Congress should see to it that patriotic businessmen are not subjected 
unnecessarily to economic controls which tend to stifle their capacity to serve 
their communities and their country. 

Congress should not place in the hands of the administrative officials of Govern- 
ment, power to promulgate controls and regulations without further consideration 
by the Congress as to the necessity for such action. We submit that Congress, 
as the elected representatives of the people, and as the true protectors of the 
rights of individual citizens, should not relinquish this authority. 

Congress, and Congress alone, should always determine whether or not there 
exists a national emergency serious enough to justify changing normal business 
practices by imposing initiative-crippling direct controls. 

It would appear to us that if Congress ever should determine that an emergency 
exists serious enough to threaten the economic well-being or security of the United 
States, it could, at the same time it declares a national emergency, authorize the 
President to immediately employ any economic controls deemed necessary by 
Congress, and it is this procedure we automobile dealers earnestly recommend. 

The President has given assurance that he wil! watch economic trends closely 
and will act promptly should he find such a declaration and authorization by 
Congress necessary to meet an emergency situation. 

It is heartening to note that the Senate obviously is convinced that Congress 
can and will respond immediately to meet any real threat to our national security 
and economic stability. 

The amendments to S. 1081 as originally introduced, which were carefully 
considered and adopted by the Senate as a part of the proposed legislation now 
under consideration by this committee indicate clearly a strong desire that Con- 
gress retain final authority to find and declare that a national emergency exists 
serious enough to warrant the reimposition of direct economic controls 

We sincerely hope that the House of Representatives likewise will see fit to 
adopt similar measures. 

Until such an emergency arises, however, we earnestly suggest that Congress 
encourage our competitive enterprise system and the free exercise of individual 
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initiative by refraining from delegating to other branches of Government the 
authority to reimpose direct economic controls without a specific declaration by 
Congress that such controls are necessary. 

The Cuarrman. If there are no further witnesses, we will close the 
public hearings and the committee will convene tomorrow morning 
at 10 o'clock in executive session for the purpose of considering the 
bill in executive session. 

(Whereupon, at 11:30 a. m., the committee adjourned until 10 
a.m., Wednesday, Juve 3, 1953, in executive session.) 
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